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FOREWOKD 


The Indian Railways wore pioneers in the field of Railway 
Statistics, and it is in every way appropriate that this book 
on Indian Railways by an Indian Professor should deal in 
detail with the statistical position of the Railways, and that 
it should found its arguments so largely on the annual reports 
. of the Indian Railway Board. For nearly fifty years the 
Indian Government has given us at regular intervals these 
invaluable records which are tabulated in the volumes of their 
yearly reports. Indeed, if one may hint a criticism, it is the 
voluminous character of these statistics which is perhaps their 
most serious weakness : they are apt to daunt all but the most 
intrepid prospectors. Nor is all the ore of equal value. The 
prospector needs judgment as well as courage if he is to succeed 
in his task. Fortunately Professor Natesan has both these 
qualities in full measure. 

There are difficult problems in front of the Indian Rail- 
ways, and of the Indian Government in their dealing with 
the transport question as a whole. Nothing, one would say, 
could be more timely than an objective review such as Pro- 
fessor Natesan offers to the reader in this work, followed by 
his cautious survey of the problems which will call for solution. 
He has traced with great patience the fortunes of the Indian 
Railways since they emerged from the crisis of the first world 
war and as they are manifested in the annual reports of “the 
Government of India over ' that period ; and he has done 
this not merely for the Railways as a whole, but in very full 
• degrep for each of the Railways individually. 

It is a remarkable record : it may be doubted if any other 
system of railways could present a more complete picture of 
the changes and developments which have taken place -in 
railway operations. Certainly the Indian Government cannot 
be said to be secretive or to shun the light of day in the province 
of railway management, and those, like Professor Natesan, 
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who take an inini'('st in lh(' ccDnoinii ol 1 1 .msijoih uiiiy well 
fool gratoful to it ior ihia pniiry ni puhhrity. 

During tlm ini.or-war punirl (In' IihImii IJaihvays have 
sooji two l)onina ami iavti W’hairvor may havo 

been the alternations of hope ami liiseonrauenient. alt'eftmg 
general larilway policy, the opi'ratanu ot the railw,p\.s sliowa 
steady improwniKnit. Ndhi evpK'nses lia\e niercMSfal luaivily, 
and as the yeai's advnineod road eoinpetition ix'gan to make 
increasingly serious inroads on gross |■(‘V(mu('s. 'Fhe general 
position of the Indian llaiiways prc-stnits siiniiarit.n's with the 
position of the Itailvvay Jndnstry in otlnn- conntric's : yet one 
may fairly say that they liavo nicd llieir ta'ouhlos inoro snocoss- 
fidly, and can reasonably congratulat^o iiiomsolves on hotter 
prospects. But the prospects are soljor : eaaitiuus ojiinion 
will hardly look beyond a contiimcd ability t.u [iny tlio interest 
on the capital which has been inveaiod, or may in future be 
invested, in the business . 

Apart from finance, the future holds proldoms of the deepest 
interest for the Indian Railways. Of all thoHo problems, that 
of ownorahi]) and management is the most urgent. India 
has so far handled this (piostion along linos peculiar to herself, 
notably through tho development of the governnuMit owned 
but privately-managed systems. That compromise lias ren- 
dered good service in tho past, lint its day is clearly drawing 
to a close. It is equally clear that, for good or ill, tho future 
lies with state-management. But stato-raanagomont may 
take many shapes ; and for those coneeriied in Indian Rail; 
ways, the task of the immediate future is to develop that form 
of state management which, in the special conditions of India, 
will give tbe most satisfactory results. 

The Government of India Act 1936 provides for the cons- 
titution of a Federal Railway Authority, perhaps the boldest 
venture yet proposed in the new realm of large-scale business 
management in the public interest. AU will wish it success, 
but it is clear that no mere formula will solve the problem. 
There are many blank spaces in the picture which need to be 
filled in. What about public control of facilities and charges ? 
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Js an AdWsorj Oomniittoe adoqiiato ? Wliat about the rela- 
tions between the Podoral Railway Authority and tho Pro- 
vincial Giovorninents ? There will ))e widely divergent interests 
to conciliate. Above all, what about othei’ forms of transport 
— notably road- and air-transport ? Tn those days of I'apid 
(level oj3inent, can any scheme of management which takes 
account of one only of those corapotiiig agencies, hope to provide 
an adequate solution ? These and similar questions are thought- 
fully and im]oartiaily discussed in Professor ISiatesan’s conclud- 
ing chapters ; and those c;ha]>tors form jierhaps the most 
valuable liortioji of tho book to those whoso special interest 
lies in giving shape to tho future structure of transport or- 
ganisation in India. Tho whole problem is indeed one of 
absorbing interest and pc^culiarly so in India where the field 
to bc) covered is nothing less than a whole sub-continent. 

There will bo no lack of discussion on tho subject. It is 
fortunate that tho Indian iniblic, with whom tho practical 
sobtlomont must rest, have a wealth of statistical material 
on which to build, and economists capable of handling that 
material. 


RALPH L. W^HOWOOD 




PREFACE 


Twenty years ago the policy of state manageinont of railways 
was adopted and a convention set up separating railway finance 
from the finances of the Central CoYornment. This step was 
taken to free railways from the coiitrol of the Finance Ifejiart- 
ment and to ensure their administration on commercial prin- 
ciples. The refoi-ms which the Separation Convention enabled 
railways to initiate have had far-reaoliing effect on their 
finance and administration. The financial solvency of railways 
is of vital concern to the State. 'For on the ability of railways 
to meet interest chai’ges on capital and the annual tribute — the 
contribution — to the State depends the maintenance of 
the stability of Government’s finances. The close interlacing 
of State and railway finance has had othei' consequences 
under the political system of partial executive responsibility 
to the Central Legislature. Railway finance and adminis- 
tration have aroused considerable interest in the legislature 
and among the general public. Other questions besides those 
pertaining to rail transport intrude into the picture. Foreign 
experience has shown the dangers arising from the close associa- 
tion of the State with the railways, and the consummation 
of complete state management of railways in India, with other 
problems, has brought up proposals to overhaul the existing 
system of control and operation, and the basis of the existing 
convention. Judgement on the adequacy of these to meet 
the problems of the present and the future must rest on the 
conclusions reached on the character of railway working and 
administration since 1924. 

The present study was undertaken to assess broadly the 
results of state management of Indian railways during 1924-37. 
The dates present a distinct phase in onr railway history : in 1 924 
railway finance was separated ; and in'‘1937 occurred the separa- 
tion of Burma and with it, of the Burma Railways. As the period 
covers six years of prosperity and seven years of depression, 
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it- afCorcLs an oppoi-Uiniljy of oxaniinin^ !io\v ilu' system nvicted 
to goofi and bad yoars. I’lio kmiplia.tLoii to iiu'lndo iko period 
since 1937 was groat, but it was resisted for two ix'asons. !)uring 
1937-0, except for a slight iniprovannent in the nol- is'cihpts 
and tho resort to the moralnruan, the situalaon w-'as ('.sstsiiially 
the same. Further, the sepai'atiim of t!u^ IJiirina lvailv\'ays 
aflbcted tlio ooin])arability of ilu' total ligures uilb those o( 
the earlier years. Secondly, the inclusion of tlu' war [leriod 
since 1939 appeared at tho time of writing inadvisahie and 
premature. The reference to tlio warr in all t!ie ehaptiM’S but 
the last two is to that of 1914-8 and the terms ‘[)i'('-war’ and 
‘post-war’ should be understood accordingly. 

The work attemj)ts a critical review of the working of tiic 
Separation Convention, which essayed tho task of reconciling 
state management with commercial ju’inciplos of operation. 
The facts brought out iu the course of tho study invito 
attention to defects m the system as it has woi'ked. Tlreso 
have to be removed, if the iutontious of tho couvcjition are to ix^ 
fulfilled in fact. The experiment of state maiiageraent as 
regulated by the convention is on trial and tlie fact thait dangeux 
commonly associated with <]irect opei'ation were in tlu' tnain 
averted in tho past offers no assurance of immunity for the future. 
The evidence developed in tho following pages suggests the 
need for counteracting eertaiii midosirable features to bo dis- 
cerned in the existing system of state management of i-ailways. 
The revision of the convention is already under way and schemes 
of post-war railway rehabilitation and reorganization are under 
consideration. Decision on these matters cannot be arrived at 
without a correct appreciation of the problems to be met. 
The conclusions reached in res|)ect of some of these will, tho 
author ventures to hope, be ^of value in discussing the merits 
of tho proposals designed to secure tho operation of railways 
under state management with economy and progressive 
effxoienoy. 

This is probably the first attempt to treat railway finance 
for the inter-war period in all its aspects. The detailed exa- 
mination of fcho individual railways has brought into clearer 
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focus not only their financial status, but also the comparative 
performance of the state-managed and the company-managed 
railways. It has shown the inadequacy of the existing system 
of financial control by the Railway Board and underlined the 
need for certain radical changes. The financial reforms carried 
out during the period raised questions of principle which have 
been discussed in detail in the light of approved practice in 
other countries. On these and othei* topics, some fresh ground, 
tlie author hopes, has been broken. 

The story of railway operation and performance is essentially 
one told by statistical analyses. Changes in principle and 
procedure, quite frequent during the period, vitiate the com- 
parability of figures, but some approach to fair ciomparison, 
it is hoped,' has been reached in the tables accompanying the 
text. Every care has been taken to check both the basic 
data and the analytical tables. 

The xirinoipal sources of information for this work are the 
annual reports of the Railway Board. The information con- 
tained in Volume II of these reports supplied the basic data 
for most of the tables. Besides these, there are the proceedings 
and reports of the standing committees of the Central Legis- 
dature and the reports of the expert committees appointed 
by Government to investigate specific aspects of railway finance 
and worldng. To all these acknowledgement is made in the 
course of the work and in the bibliography. 

For the interest manifested in the work, independently 
undertaken by the author, and sustained encouragement to 
complete it in its present form, he expresses his gratitude to 
Dr. J. R. Niyogi. 

L. A. NATESAN^^, 
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THE INDIAN RAILWAY SITUATION DURTNO ] 920-4 

The problem of state vorsns company management, 1. The comparative 
I'out/C milago ot state -managed and coinpany-ina.nage(l railways, 2. 'I’he 
Irne status of the guaranteed companies, 4 
lilfleets of the war on Indian railways, fi. Axvpoinbment of the Coniroller 
of Trafficj and the priority certificate system, S fJonditions during 
1917-20, 10 

Demand for state management, 11 Acworth Kaiivvay Oominittee, IIJ, 
bindings on the pohey of state-management, 14. Observations on tlie 
inadccpraey of transport facilities, 1(5 Effects of the financial policy of 
Oovc'Cnment, 18. The shortcomings of Iho organization for control, 20 
Railways and tiieir cnstoincrs, 21. 

Till'. Railway Einance. Clonimittee on the sopa.ra,tion of budgets and rehabilita- 
tion, 21. The Retronehmont (Jommittec. Criticism of the financial 
results and of ihe jirogrnm revenue ex])enditnre, 24 Administrnlive 
reforms, 27 

Reparation of railway finance, 28 

Ttie political and ocononiic developments in India after the 
Civeat Wat' Tnarked the beginning of a now era for Indian 
railways. Ott the thresliold of the twenties greaii expectations 
5vore aroused by the prospect of political reforms bringing with 
them substantial elements of responsibility to the new Indian 
legislatures. As the State had a major financial interest in 
Indian railways, the etnergence of executive responsibility 
to the Oentral Legislature under the new constitution affected 
the administration of the Railway as well as the other Depart- 
meni.s of the Government of India. Even more far-reachiitg 
in its economic effects was the policy adopted in regard i,o 
railway operation : the policy of state accpiisition and manage- 
ment of the State-owned railways initiated at the instance 
of the Indian Railway Committee, 1920-1. To imderstaiid 
the subsequent developments in their correct economic and 
l)o]itical perspective, it is necessary to keep in mind tlie railway 
situation in 1920. 

The question that dominated all other issues at the time 
was that of state versus ])rivato .operation of railways, 
ft may be observed that the problem was not that of stado 
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VE'i'HUK jn'ivalo (cw ii('rsiu'|). as slafc (iwia'i'sliiii wrn cili'caiiy 
aE'C’Oin piislu'd io ilu‘ ('xlaiil' o( si\-s('\ ciil hw of 1 he lolai iiiiiau('. 
Bill Ibia alale o\vii(a'sii!|) was (ii\ orcial iruni slafc opcralion 
ill const'CiiKwicf <tl till’ iioiicy ((iliowcd (or [|in(t“ a iiiitniK'r of 
years of leaisiipa' the niaiorit-y oC (he Nlate-ow iied railways (o 
be woi'ked by private' eonipames d’he uivnership of Ihi' 
dift'creiit lines eoiiKtiliitiii<> ilu- Indian railway syaleni and Uh' 
actual milage opi'valed by difh'ieid agmuies diirinir Ih20-i 
■were distributed as follows ; 


Govc-rninrnt (luoliidinj; jirnvin- 
(ial govornnients iind distru ( 
beards) 

Indian States 
Private companies 


Milagi' o\\ Ill'll 

Milcigc V Ol ki'd 

L’li.ssn 

S (12!) 



2, SSI) 


25,211 


Tot, at 


:)7,()2f) ;!7.02l) 


Tho systems worked by tlie Glovernmoiiti of India wr-re tlie 
North-Western Railway, tho Eastern Bengal Haihvav and 
the Ondli aiul Roliilkiinrl Railway.' 1’he railways worked 
by the Indian Slates formed the smallest groip) ol' all and 
varied from tho 1,356 miles of the Jodh])nv and th(' Bikaner 
Dnrbara to the 37 miles of the state of (hitch.- 11i(' largest 
of the groups was the comiiany-worked milage. Bhi' eom- 
panies in this gronj) worked both the State-ownerl railways 
and their own (privately-owned) railways. The magnitude 
of tho privately operated lines may he judged from tlie following 
table showing the number of companies, their domicile and 
the total milage worked : 

1 Tho inilagos of the.s 0 sy.stoms wore rospocfcivoly 1,738 ami bfiOil £ii tins 

group wore also included two tiny rmlways— tho Joiiiat (J’lovnifial) Radwftv (S.l miles) 
and tho Aden Railway (29 miles) 

2 There wore twelve Indian States which o]ioratod railways uhoso rcispootuo uuliioos 
during 1030-) wore ns follows : 

State Mihigo worked State iU dago worked 


(i) 

ilodhpiir I 

1,366 

('') 

Jnntif'nd 

ill 

(2) 

Bikaner ) 


(8) 

Morvi 

93 

(3) 

Mysore 

391 

(9) 

ITdaipur 

67 

(4) 

Gwalior 

260 

(10) 

Navanagar 

51 

(5) 

Qondol 

231 . 

(11) 

Dlioipur 

52 

(6) 

Bhavnagar 

217 

(12) 

Outoli 

37 


Source; UciUimys m Jmhn A(hmn'i!itr(ition Ttemrt 1920-1. Vol. I, p. 7. 
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TABLE 1 COMPANIES OPERATING RAILWAYS IN 1920-1 


(1) 

Company 

Nirtte-Gwreerf 

Assam Bengal Railway 

Domiciled in 

England 

Milage worked 
1,021 

(2) 

Bengal and Nortli-Westorn Raihvay 

,, 

2,063 

(3) 

Bengal Nagpur Railway 

is 

2,843 

W 

Bombay Baroda and Central India 

)i 

3,933 

(5) 

Railway 

Burma Railways 

is 

1,623 

(6) 

East Indian Railway 

a 

2,770 

(7) 

Groat Indian Peninsula Railway 

iS 

3,336 

(8) 

Madras and Southoru Maliratta 

a 

3,047 

(9) 

Railway 

Rohilkund and Kumaoii Railway 

i s 

676 

(10) 

South Indian Railway 

a 

1,852 

(11) 

Private-Owned 

H.E.H. The Nizam’s Guaranteed 

>i 

897 

(12) 

State Railways 

Messrs. Martin & Oo., Ltd. 

India 

325 

(13) 

Messrs. McLeod & Co , Ltd. 

)) 

188 

(M) 

Bengal Dooara Railway 

England 

158 

(16) 

Darjeeling Himalayan Railway 

India 

146 

(IG) 

Barsi Light Railway 

England 

118 

(17) 

Assam Bengal Railways and Trading 

Si 

91 

(18j 

Company 

Guzerat Light Railways 

India 

80 

(19) 

Bengal Provincial Railway 

9 > 

42 

(20) 

East India Distilleries and Sugar 

,, 

32 

(21) 

Eactorics, Ltd 

Dohri Rohtas Light Railway 

Si 

24 

(22) 

Tezpore-Balipara Light Railway 

>> 

20 

(23) 

Madaya Light Railway 

>) 

16 

(24) 

Jagadhri Light Railway 


3 

The details sot forth above indicate that 

the problem of 


state ownership had long ceased to be a live issue. In 1920, 
•the (government of India, for example, already owned 73 
per cent of the total railway milage of the country. If 
the lines owned by the Indian States are excluded, the private 
companies accounted for only 15 per cent of the total milage. 
In spite of this predominant state proprietorship, the Govern- 
ment operated only 21 per cent of the railway systems, whereas 
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the coinp.uiiiNs. desjute tiu'ir luniled uwuersliii) ol only 1.1 pi'i' 
eon t of the lines, wurki'd nciirly 70 pel einil oi the toOd r.iilway 
railage, in India 

'I’lIlO THUD .STATUS OD c: I- \ llAN^I'l': K I ) ei i \i l> \ \ I DS 

'The corapanu's opei'aliiig I'aihvays in India were nni priv.de 
enter])rises in Ihi' triu' sense el' the O'rin. .ind their interi-st. 
in the iiiKlevt.akings wa.s not eoinparalde to that of mdinary 
Joint-, slock enterprises m the country. With a nominal capital 
oi!tla.y and gravranteed interest tlu'ri'on. they were only managing 
agencies working under l.lu' .strict regulations and conditions 
imposed by the (lovernmont of india. It is es.scnlial to hear 
these facts in mind liofore proceeding to examine the jaxst- 
war developments. Slated hnetly. the eomiiaiiies w'hieh eou- 
tributed one-tenth of the total capital outlay of the railway 
systems were given control over properties ten timc.s that 
value and were guaranteed liesides a minimum rate of iuioroist 
on their investineuL, varying from 2-| to 4 per eent. 

That this positiqn was not entirely of the eompaiiies’ own 
seeking is clear from the history of Indian railways, Un tlio 
expiry of the original contracts of the eomjianies, fresh coiiiraei.s 
were made constituting new companies and this resultiod in 
a.ltoring the relative position of the eomjianies. The old 
companies had owned the railways they worked ; but the new 
companies were not owner, s of the undertakings they managed. 
Further, in apportioning the capital, the State had been appro- 
priating the goodwill developed in the course of years. Thus : 

•The Secretary of State’s share, on svhie.li lii.s jirojiortioii of the .surplus 
iucornc is hased, cluc.s not iiGoe,ssaz'iIy ropreaont the aetiuil cash iuvc,stuiciit. 
Some part of it is merely a capitalization of the goodwill created uiulei' 
the original contract by the joint olforts of the owning coiiipany and the 
guarani, ceing Government. The proposition was 'U’oj'ked out in this way ; 
the Goveinniout acquiied the undertaking of a given company for, say 
ill, 000, 000. The undertaking had boon earning on the average of Uie ia,st 
five years a net rovonue of £100,000. In other words, capitalized on a 
5 per cent basis the property was worth £2,000,000, When it came to 
fixing the respective capital of the two parties to 'the now contract, on the 
basis of which the surplus profits were to be divided, the Sccietary of State’s 



THE JNEIAN HAiLWAV" SITUATION JJUUTNG [020-4 


caiJitai was asHiimed to [)e not ilit> Cl ,IM)(),0U() easli which ho had paid, but 
ilie C2, 000, 000 wliiuli the asset was regaidod as worlli , winie the' amount 
put 111 by the company ivus taken to be not nioie than the cash capital 
which its sliarcholdci'H siibsciibod In a woi'fl, the Secretary of State 
acquired the property out and out, and the goodwill, n-ah'aod bv the joint 
efforts of the old company and the owning tioMn'iniieiit, passed with the 
physical assets The new contract ivas givmi to a eoinpaiiy which, though 
it had the old cajiital, the old directors and the ohl shareholders, was regarded 
as a new coiiipany starting de novo with no iniientanee, of tht' goodwill 
partly duo to its former efforts. '■'* 

The .shareholders of the guaraiilcod railway (‘oni[»a.nios 
also occupied a positiou different fi'om lhat of ordinary sliai’c- 
holders. Their interest in the surplus profits varied from 
1/20 in the case of the Clreat Indian Peninsula I’ailway to 
12/35 in the ca,sc of the Burma Railways. > Wliatcvei' their 
capital investment or interest in Llic surpiiis jirofits, they had 
one peculiarity in common, namely, lhat the .shareholders 
had no share of the as.sots of the undertaking. This nnusiial 
feature in the ea.so of the shareholders of the guarfiiitiied (;oili- 
panics also affected the dobeature holder.* 


^ HepoH of the I/uhttii Uailiriij/ t'uniinil!i<' hoioiii.iito;' itIci'i'i'iI tu .is Uio AcnuiUi Cum- 
mitloe, para 101, pp lil-3, 'I'bo point w.is do.ii'ly illnsliiitocl liy Mic Uiist tmli.iii Kailwsiy, 
wluoh, tlifl Knport HUitiid, ‘is not, in llio onlni.iiy bonso ot tlio woul, <i isuhv.iy (niuji.iny 
at all. Not nuly doos it not own .i nnlo o( Uio lailway oi .i siiiglo oiif.iiio, but il. is not 
joint mvnor to an iiiliiutosiiual o\lolit ot tlio Kas|. lihlian ll.iiKiuy midoilaking O’lin 
Eabt Indian Liailw ay belongs, l.nk, htocU and b.iriol, lo llie (io\ oniiiiont nl India [I, 
on the terimiialiun of the Jatesf conti a t m lOlM, the .Secietniy of St.ilo deelinos, to 
I'oucw' tho tonli'act, Uio oomputiy mtnely o,.siJiios It liaiilly seoins to neeii to bo wound 
lip, tor it will pohsoss no assots ’ para ItHi 

'1 The position ol tho rlobonUii'o lioldoi was .siiniinod up by llio .Viivoith CoinmitUic 
in tho lollow'ing lerins 'Ili.s .security -tho giiuianfoo ol tho Souiotary of State— ic 
doubtloss ample , but it in not what it, would iiatinally be siipjio.sod to bo Noimally 
a doboiituro bolder has a eliarge ou tlio nnderlaking to which ho lends iiiouoy. and can 
enforeo his lights oitlii'i by the .ippointmoiit ol a loconor oi by foioclosuio and sale, Tho 
dehonturo I'otdor of a,n Tiidiaii railway bin no siieli ehaigo. Tlio coiu|iaiiv to which lie 
loudb mouoy is not tlio owmm ol tho iiudortaking ho li.is only a poisoua! ooiitiact with 
tho owuor of tlio nudi'i l.ihiim. the Sfci'ol.M y of Slalo What liappeiis is this. The pios- 
jioetiisos of all tlio dohonluio issues jli.it w'o li.ivo soon .stato thal tlio iiKmey is ''loijiiired tor 
the geiieial puiposo.s of the conip.itiy ” 'riio siibHoriptums aio Hctimlly jiiiid into tho 
ISijnk of England, by or mi holiiilf o( tlii’ ooiiip.iiiv, to tliu i rodit ot tho .Soorotarv of St.ito 
If tho ooinpany is lu dclit, to tho ISocrot.iry ot .St.ito lor .idv.iucos, those .idvaiicos aro wnltcn 
down 111 hm books b,y tlio ainmiiit of llio non- issiio, but tlio fietual caisli roeon od romaiiis' 
m his possession. X witness doscubod tb.i piocodiiro i.i> us by s.iyiiig tliat tlio Soiret.u.i 
of Stato ai'ls as, in a sonso, baukor lo tlio company .Soeing that Ihn Secrolaiy ol Stato 
holds the moiuiy m his own name , tli.it the conipany h.ivo no powot to toiieh it without 
Ills eonsont , that, in fait, lie (ioi|uontly iipjibcs it to oxpeirdiliuo on an otlior railway 
and that, oioii on tho nudort, iking ol tho issuing company, tho monuv etiii only ho spout 
ivhon and lo siicdi an extent as tho Socrotaiy of StiitS poniiits, and on worlcs which ho 
approves, it does not seem to us that tho use of tlio term “baukor” is ically holpfiil in 
understanding tho actual tacts of tho easo.’ (para 198, jip- (12-3.) 
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Tho pari, which llu'. prc-seiit. ,! 4 n.U'rtnte(‘(l roinpauics sub.sc'qiunil 
to the date of Iheir lonnatioii hav(‘ j)la.ye(l lu fliiaiu'mg the 
railwaya a])poai's, throiigli no laull. ol l.lu'ir own. icj iia\e hceti 
quite uniniportant . Both Sir d'lioiua.s Ihibcrtsou in hui 
of 19U3 and the eonunitlec presidctl o\cr h^ Sir .lames Mailcay 
(later Lord Ituhcapo) in 19US recommended tlnit the eoiU' 
panics should bo allowed to obtain a l.u'ge mtere.xl in their 
undertakings. But the Sceretary of State s(ea.dily refusod 
to aceede to the suggestion. 'Fhe preponderant intore.st which 
Government aequinal in tho I'ailu'ays, as a re.sull of this policy, 
was a weighty consideration in deciding on state inanagenieni. 

Some of the problems wdiich faced Indian railways in 1920 
were the heritage of tho war. llcfore discussing the silaiation 
in 1920-1, a brief reference may he marie to the eflbets of the 
war on the rail transport system. 

EFFECTS OF THE WAR ON INDIAN BAILWAV.S 

The war left on Indian railways tho ofroct.s of its onornious 
economic and financial strain. Thanks to tho stimulus 
imparted by the Mackay Committee, Indian railways had, 
from 1908 onwards, enjoyed a period of expansion. The 
immediate effect of the outbreak of war was to arrest the 
process of growth. With the increasing ^ireucoujiation of 
the Government with the war during the succeeding years, 
the flow of funds towards railway development dried up. 
Meanwhile the railways were called upon to uudortake the 
transportation of troops, material and supplies at short notice, 
and, besides, to meet heavy demands for staff and material 
for railways in East Africa, Mesopotamia and elsewhere. 
Railway workshops diverted their resources to the jiroduction 
of high explosive shells, hospital trains and other war 
equipment. That was not all. The expeditionary force, s 
were supplied with railway materials. The metro gauge rolling- 
stock and permanent way materials supplied up to 31 March 
1916, amounted to 50 locomotives, 600 vehicles, 165 miles 
of rails and fastenings,-, and half-a-million sleepers. Large 
quantities of stores and tools and plant of all kinds necessary 



TIIT^ IN n FAN -RAILWAY STTFATTON- DITUING 1920-4 7 

for the construction, repair and -working of railways wore also 
provided by the broad aJid metre gauge railways.® 

As the war progressed these demands and supplies uatnrally 
increased. The responsibility for providing staff and matoiials 
for the construction and working of military railways in the 
East fell entirely on the Indian railway system. The sti’ain 
of the increased traffic became .so heavy on .some of the largoi' 
raihrays that they wore coiupelled to ask foi' the return of 
the men spared for the war. By the end of 1917-8, the metro 
gauge lines had ‘giv-en up so many uniks of locomotives and 
goods stock that any further considerable call on them would, it 
was recognised, in spite of the reduced passenger train soi' vices, 
endangoi' the interior ecojiomy of the country and the efficiency 
of the Indian railway .system as a line of communications foi' 
the over. seas forces.’® 

There were other developments. The difficulty of obtaining 
shipping and the diversion of (ioal traffic to rail, and the 
tran.sport of fodder requhod to meet the fodder famine in 
Raj])utana and the Punjab, made particularly heavy demajids 
on rolling-.stock. Though the famine area was mostly seiwod 
by the metre gauge railways, the congestion reacted on the 
broad gauge railway.? as well.'^ As the war progressed the 
pressure on railways was gradually intoiisified by ilie heavier 


5 Httiliiuii/-, in Imhu Aihiniiiilialiou Rcpoil linii (I, Vol 1, )) S. 

*> Bailii’/iijs III India Adiniimtiation, Report 1017-8, Vol. 1, p, 4 Also Cf.. 
''['ho TO«uiu('Ci') of Indian rnihvivys have hoon oinployrd in a tnnit.ijjhcnty of way-, 
in meeting ovowotw ilomandH. Vanou^i iiiilwny ailniinisliations have coutrilnitoil ihi'eet'ly 
to tlio hOVGi'al ovoi'soas Uioati'oti ot war, largo nmiibeiN of motin gaugo and 2' (i" guugo 
locomotives and voUiolos, and have also sfit free a largo milage of tiaoU. A largo quantity 
of rails do.stiiiod for ordinary m.amtonando ol railways, in India fioni tho works of the 
Tata Iron & .Steel (Joinpa,ny has .ilso been diverted to overseas nuhtary railways. 'Po- 
gothor with tho stock and track referred to .ihovo, they provided plant, equipment and 
.personnel; ami their stores organi/.ationa wore extensively oraployod on tho imreh.iso 
of materials for siijiply to expeditionary loicos. Their workbliops nndeitook miseel- 
laneoiis mannfacturo such a.s clothing, tent and picketing gear, hospital fiirnitiiro, ambii- 
laneo trains, aimonrod ears and rad motor ambiiluneo \-ohiclos ’ Rai/imi/.s inJiirliii Ad- 
inmi‘'livtiufi Repoit 11)1(1-7, Vol I, p, 8. 

In the following year it was stated . ‘Very gioat assistance has lieeii given hy rinl 
ways not only in con.structing hospital tr-iiiis, ainbiilanco ears and new goods stock for 
miiitaiy railways, but also in supplying for military liurposes all manner of transport 
and otlicr aeeosBorios sneli ns pontoons, porlablo hiiis, transport carts, aeroplane parts, 
harness and saddlery, oamp furniture, etc. It may be mentioned in order to give some 
idea of the magnitude, of those operations that one worltshop on tho N-ortli.-VVe.sfcern 
Railway has supplied mimbers of such artiolPK,(]ndividu»,lIy small) to the value ol 46 lakhs 
at rupnsa.’ Rnilway/i m India Ad mini 'miration Repoil 1917-8, Vol. I, p. 4 

7 Radimy.i in India Adiriininfration Report 101.6-fi, Vol. I, p. 39. 
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denuiu-(lM of’ lilt' \(linii-all y. l''i't'sli tliil'ifiilt H's .ii’o'-a iii t'otinaxioii 
!siip))liiif< IVoiii coilicrii's, wliidi I'i'll into arri'.U's in 1010-7 
fine' it) aickmws <unon« Itilaatf. The < <i i'ia iitii eapaeii}' \v;is 
fiou,Q,lit it) he ineroaKetl hy Ihe inlrttdiiet-ion ol a sysleiu allowing 
of the iiuliKcriiuhiiile use within tlu' coaltieh! dislriets of wayons 
holonyiny to any raihioiy, which aA'oided delay, s involved in 
the. sorting, a.iloeation and niarshalling of roliniy stock according 
to ownership under the old syst,(‘in. Towards the taid of the 
financial year 101 0-7 anti for some wt'oks thereaftta' ‘tint 
difficulties in rttgard to the movement of iraflie wa'rt' further 
aeeentnat.ed by the heavy demands matte on Ik'IuiU' of (hivtiru- 
ment for the transport of wheat, and otht-r essent ial foot! <.'ra,inH 
for export, to the iTnitod Kingdom.’*’ 

PRTOnn'Y OMmUFTOATW SV.STICM 

These compdie.at.ions vegartling t.he movement of traffic 
necessitated the a]>]>ointmont of a Controller of fid’aHio in 
dnne 1017. His duties were : 

to advise railways as early as iiossilile ol anticipated heavy traffic 
anti to instruct them when any traffic .should be n'strietctl ui hckl uji to 
permit of more urgent traffic being carried ; to tliviu't traffic iVtnu tine or 
moro routes to others in order to rjuicken tivmsit or ri'inove congest, iou , 
to diveit wagons tciaiiorarily, if uctiessary, from on<> iviilway t,o Jintither ; 
in short to take such step.s on behalf of Government as will result in Hit' moat 
economical use of ihe limited transpovt-avaiiable on railways and to control 
traffic over railways in the best interests of national and general piirjioaes.'" 

In view of the exigencies of war finance, a drastic reduction 
of expenditure on work,s program,? became imporalrive. Not 
only did this interfere with the completion of irew works in 
progress ; the programs of renewals were also upset. Tn 
almost every case renewals of the permanent way woriv cut 

8 Railways in India Adminwtration Rejioil 191()-7, Vol. I, p. i'l Of, ‘The prussuro vras 
severe on the metre ga>igo rente to fCarnchi. which was mot by a (Uvorsuiii of the truffle 
in oxces.s of ihe capneily of that route to the broatl gauge route, anil on tiio Oreat tiidiMn 
Poninsula Railway, whioh was ohligert to stop the hooking of puljho traffic for conHlderable 
periods in. order to carry the ui-gent military and other essential trafflo. Tins was the 
position^ on the Bengal Nagpin Railway too in regard to trafflo via certain jimction.'i, 
and similar heavy restriotionR on public trafflo had to bo imposed on certain .sections 
of the Madras and Southern Mahratta Railway and from tuna to time temporarily over 
the Bombay, Baroda and Central India and several other railways ’ 

9 Ibid., pp. 22-3, 
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down while I’ouowaLs of rolling-stock woro even more sovoroly 
curtailed, owing to tho impossibility of obtaining I’aw material^*’ 
The deficiency was attempted to be made good by purchases 
from Aniei'ica, bat tho adverse CNcliango and the drain on 
the financial resources of Government precluded Indian rail- 
ways from obtaining supplies fi'om that coiintiy to any appre- 
ciable extent. Tlio railway administr cations wore therefore 
unable to obtain the supplies necessary for their adequate 
maintencanco. The Railway Board pointed out : 

‘Ti was impossibk' lo obtain i'ollmg-stock either for additions or renewals, 
while boilers long overdue for |■eplc^cclnent bad perforce to be kept in service 
at tho cost of an increaHcd ooiisiiiiiption of materials for repairs, d’lio 
siiortago of shipping had diverted a largo volnino of traffic from tho sea 
to tho rail route Railways therefore were faced with an abnormal demand 
for traffic facilities at a time when additional equipment was unobtainable 
and facilities for repairs were* curtailed. These difficult condition, s Icrl to 
tho adoption of mgetiious devices for the re utilization of old materials, 
and Xo a lelaxation in accepted standard-s of wear.’” 

This situation led to the T’csbriotion of pa,ssengor services 
in order to reduce the demands for materials I’equirod for tho 
maintenarreo of locomotives and rolling-stock and to conserve 
the available locomotive power for tho CcarTiago of military 
effnd other essential traffic.’''^ The result of this policy is refiected 

S ' tn India Adin.mislmli<>n Repotl 191.) ti, Vol t, p 19. The Koport slates 
olsowlioi'o ; ‘Tho ftupiply ot materials Cor laihiay.s hiicamo more and riioro difficult To 
make available for work of groatont iminodialo mipcirtanco as iniic.h a.s jiohsiblo of the 
Ohsontial raw materials and also of tlio laboiii usually omployod in r.onveitmj; those mato- 
nalK into uiliclos used by iiulways, it beramo iiocossary to lostruit siipplios to each i.ul- 
way to tho minimum iiooe.ssary for tho iipkoop and Hoiking of its .system. Tho India 
Offioo weio ifiipiirod by tho Ministry of Munitions to certify to the necessity of the supply 
to [ndiiin railways ol any articles winch involved any mterforoiuio, ducct nr indirect, 
with tho manafnctino of mniutions of nar, frequent tolograpliic lolorenoos to tlio Oovorn- 
mont of India rosultod and an arran/somont was tliorofoio coino lo that all mdonts, wiuoh 
railway ailmlmstrations in India dosiiod lo transmit to tho United Kingdom slunikl 
bo sorutiuizBil by tho Kailway Hoard bcfoio tlioy loft India. In O'caininmg those imloiitH 
tho Railway Board take into ronsideration tho norossity of obtaining tbo materials aa 
indicated by the stocks hokl by radw.iys and tlio rate of consumption ; tlio possibility 
•of obtaining .supjilios Irom stocks in India and tho possiliility of manutacturo in whole, 
or in part, in India bumlaily, apjilii'ation has to bo made to the Railway Board by 
private firms when they dosiro assistancn m obtaining from tho United Kingdom material 
roquirod to enable tliom to comply with any laihray ordor.’ In conclusion, it was added, 
‘there is every indication that it will prove Bal.isfactory , but unfoitiinatoly tho quantities 
of material which tho Ministiy of Munitions can make available for Indian railway.s are 
not always equal to tho aggregate demands to moot oasoniial I'oqmroraentH. It has, 
theroloro,' been necessary to arrange for a distnbiition of as much .material aa i.s available 
m such a way as will cause the minimum loss of efficiency.’ Ibid., p. 11. 
u Railwai/s in India Adminialmtion Repoil 1916-7, Vol. 1, p. 27. 
u A mooting was hold early in Uop.ombor 191(1 between the Railway Board and tho agents 
and managers of tho principal railways, a,s a romilt of which ‘Certain mail and a largo 

,2—1 SUB, 
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fnnfl,=i, iho dilftoiiHy in (thtiiinin,!; nmto'ials for tho propor 
mainimiauce of worka <infl rolliiip-.stook, and llio I'onppstioii 
of traiHc uaiiaod by tlie diversion of coa.^tal trade to tlu' railways 
and tho perpotnal inovcmonlH of troops, military stores and 
supplie,s. Tho military doniaiHls proved so urgmit, that tlin 
Government, in view of the impo.ssibility of ohtnining now 
permanent way materials for, remewals, had to dismantle over 
420 miles of open linos in different jiart.s of tho eoiintryd'’ 

The problem of tho congestion of traffic took an aeaito tnrn. 
When it was found impo.ssibie to movai all traffio offering, a 
list was drawn up of commodities in orflcr of prioiity to act 
as a guide to tho railway administrations as to tho order m 
which they were to disiiatoh the different, classes of traffic. 
Increase in local traffic on account of greater doinaud from 
tho Admiralty and railways, frocpiency of military move- 
ments, and conveyance of supplies and stores, monojiolizod 
the railways’ transport capacity to such an extent as to leave 
hardly more than 20 ]rer cent of the rolling-stock for tho 
conveyance of ordinary xmblic traffic. After a compnffiensive 
review of the sitnation by the Controller of Traffic, during 
1917, a Central Priority Committee was constituted with 

nunibor of passpngor tr.T,in.s woro abolwhod, all poasiblo monsuroH bciing .adojitocl to jmni- 
miso tho mconvonionco esuiaod to tho pulihu who aro obhgod to travel by making np to 
the maximmn perjmf,bible tho loads ol ti-ains loft on, and by rethiring tho up]joi' 
arcommodntion and replacing it by thud class. ’ '[’ha rodiictinns of tho first four inontlis 

aggregated 22 per cent of the pa&songor and tho mixod train milago as I'omp.arod to tho 
oorrospondiug period of tho previous year. ‘Instructions weio also i.Sniiod to rostrifit 
ovovythrng m tho nature of luxuries, such as r 0 .staurant cars and roaorvad camagos, whor- 
ovor this could be done without causing disadvantages outweighing the advantages to 
he gamed.’ Similar restrictions wore also imposed on pilgrim and festival traffic to 
avoid oemgestion or delay to goods stock. JRuilways in Iticliu AdnUnisti alien Tteport 
1910-7, Vol. I, p. 23. r 

n The whole of the Sutlej Valley Railway and small portions of tho North-Western. 
East Indian, Madras and Southorn Mahratta, and Oiidh and Rohilkund Railways ■woro 
dismfetlecl, Uailwdyx hi India Adminislmiion BepoH 1917-8, Vol. I, p. 19, ^ 
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represoiitatives of ditfci'eni interests such as the militaiy, 
shipping, munitions, agiiculturo, coiinncrco and industry, as 
authority to decide on priority in the movoments of traffic. 
Traffic was divided into ‘urgent,’ ‘preferential’ and ‘ordi- 
nary’ and each of those was again subdivided into ‘military’ 
and ‘civil.’ Directors of civil snpjdies and the priority 
certilicate system helxicd to rc'duce the volume of the 
urgent and preferential traffic to the mmimiim and thus to 
increase the margin of transport ca.j)acity for ordinary 
traffic. 

These special measures were withdrawn gradually on the 
termination of the war, and the Controllei- of Traffic and the 
central priority certificate system wore a))olishod in 1919-20. 
Meanwhile the accumulatod arrears of repairs and th(5 dcficiemy 
of rolling-stock became so serious as to render imperative 
a supply of 100 locomotives from Clrcat Britain almost as a 
war measure, and 5,000 wagons wore obtained from the 
United States. 

To conclude. Thci Indian j-ailways emerged from the war 
period in a battered and dilapidated condition. The jihysical 
equipment was in a state of serious di.srcpair. The railways 
were short of stock and many locomotives were long iiast the 
ago of superannuation ; workshops deficient in materials and 
disorganized with war work ; yards so overcrowded as to 
be mcajiable of liandling increased traffic ; speeds reduced 
owing to the worn-out trael^ and agoing girders. The damage 
was extended even to the personnel, as a largo number of 
officers, subordinates and other employees wore released for 
military employment. It was patent that a complete rehabili- 
tation was imperative if the railways wore to undertake their 
* 

normal Tunctions. 

DKMANl) FOR STATE MANAC4BB1ENT 

The period just reviewed was pregnant with other develop- 
ments of far-reaching inijrortanee. Idre pronouncement of 

Tho Army Ooimcd’a amictinn was iioodod to pul Ihrough tho onlor i'ln- Uiu auiiply 
in ISnglaud. 
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i1M7 iv.gaL‘(liui^ Ulc. coiirermciit of y lor tho adiiuni- 

riifiiUoii ol liuiia and iho siil)S(‘<(iicnl- (hn cloi.nionis ciilininat iti^ 
in the jmssayo tiironyh Parliann'iit ol ttu' ( dn eciinionf of India 
Act, ])rofoiiiuLiy niodilicd (in' posilion ol (Im Indian rail- 
ways dm (dovomnn'. n( . ddio conaiitnlional <'lian;yi,s 

inoi'casccl I'lii'. powa'rs ot tin* (d'n(i'<d Ii(‘>iislalni'i‘ and its cunii'ol 
of (iovorimn'jil polmy wdh rclnrcin (' to tin' Kailway as i.o 
tho othor Depart nuMits. d'ho inauguration of the iMonlagii- 
(tkolinsford Ivoforins v\as loolo'd forward to with exjK-ffalions 
of securing hutku' conlorinity to ^('ncral jnihlic opinion in the 
adinimsivatdon of raihvays. Indian opinion on ihn question 
of state, aiaiiagcnieni' ot railways was nnaniinons and the 
demand for state management was ri'inforeed both on jioJitical 
and economic groundsd^ In 1910, 1912 and 1912, the (piestion 
of })olicy was raised in the {mjjerial Legislative Coimeil during 
the budget discussions and tlirongh inter|icllations, and m 
1914, 1915, 1917 and 1918, resolutions -wc're inovoci urging 
the aiipointment of a comuiittoo to impiire into tlie desirability 
of adopting direct state management'.’'* In tlie mean tunc 
official 0 ])iuion had also to some e.Ktont detinitely ideutilied itself 
with the move for state manage meat. 'fhe expiry of the euu- 
tract with the East Indian Hallway (Jomjiany in 1919 presented 


15 A tyjjical iiiMta.iic'o of Uio uttitucUi on tUis, rjutislioii muj, So (lUotcS fi'uiii Ookliiiki's 
Hpooftli m t/he Imperial Log;islaUvB Council during tlio budgot disiiuhhioiis for Utld-l 
‘1 think it would be very (io&nahlo if State railways woro mtiungod liy tlio Siiito mnio.id of 
their being managed by ooinpatiios. 1 know that tins is a qiiostimi about wliicli tliere is 
a fUttereiioo of opiiuou, but apart from otlior things— wlietbor tho thing would ho iiniiiu- 
diately morb costly or lo&,s costly, on that 1 have heard two opinions — thoro is nno distinct 
advantage which X claim for this, and that is tliat m tlio oud state luanagomont mil be 
raoro economical. You comparo tho ordiaury public works Iwt — tho poisonnol of tho 
public works ollloes with tho personnel of railway offices Thioughoiih you will find 
ft practical exclusion of Indians from the higlior ranks of Iho railway sorvico. WlioroBS 
ill the J?dilio Works Dopartmoiit, a oonsiderahlo proportion consists of ludiaiib, ni the 
railway service it is only heie and there that you find an Indian ; for tho most part 
Indians arc carelully shut out. Now, if ail these railways were inanagod by tho 
Govarument, tlio Govormnent would, m the first place, bo more sympatbotio with our 
aspirations than boards biUing m London, and .secondly tlio Govonimoiit would bo ni'oro 
rosponsivm to any pressure of opinion put upon it. The boards lioiiig in London, wo may 
sky what we like, tiioy go on doing what tlicy please, and the agents hero must ulioy 
thou- directors thore. Therefore, as long as the iiianagoinout is in tho hands of oompaiuos, 
tho exokiaioii of Indians from tho liighor ranks of the railway sorvico must continue, 
whereas if the managoment wore to pass over to the Govemment, thore would he a more 
steady einploynioiit of Indians m the lilgher ranks of the service, and this in due course 
IK bound to leail to groater economy ui tho maiiagomont of railways.’ Speechei, of Qopal 
Kriilmo Uohhalv, third odlbion, Natosan, p. 360. 

ION. aaiiyal, The Detiditpnwd of Indian Railwuiin, 19, 30, p. 321. 

IV In reply to a Hadway Board’s circular, tho Governineiita of Bombay, Madras and 
Bengal replied ui favoitr of state inanagement Op. cit , "Sanyal, p. 323. 
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till opportunity for testing tlic intentions of the (iovcrninont 
of India. The opinion of Government appeared to favour 
the termination of the existing system and a transference of 
control to an Indian company. Failing tliis, the State would 
assume direct management of the East [ndian Railway. To- 
wards the close of 1917, tJic Seerotai'y of State gave notice 
for the termination of the contract with tlio JOast Indian Rail- 
way Com])any. 


ACWOllTIl 'llAILWAV COMM ITT iO 11 

The decision necessarily had a profound effect on the ])olicy 
with referen(‘o to the other companies as well. 4'he im})ortanco 
of deciding the ]iolicy once for alJ was clear, as ilie contracts 
with some other companies were duo to expire within a few 
years. The Secretary of State for India therefore appointed 
the Indian Railway Committee in JSTovember 1920, with Sir 
(then Mr.) William Acworth as chairman, and renewed the con- 
tract with the East Indian Railway Company for a period of 
five years. The committee’s terms of reforcnce ivere : 

(1) to oousiclor, as regards railways owned by the Stale, the relative 
advantages, financial and adinim.strativi', in the special circuinstauees of 
India, of the following mctiiods of inaiiagemcnt 

(a) diieei slate niaaagemeiit ; 

(b) maiidgeineiit through a ooinpany doiiiieiled in England and 
with a hoard sitting in London , 

(c) management tlirougli a company domiciled in India and with 
a hoard sitting iti India ; and 

{d) ^management through a comhniation of (b) and (c) ; 

and advise as to the policy to he adopted as and ivlieii the existing contracts 
with the several railway companies can be deterniiiied 

(2) to ('xamino the functions, status and eonstitiitioii of the Railway 
Board, and the sy.stcm of control exercised by the Govcniment of India 
over the railway ndtnini.stmtion and i-ecomniend sncli inodifioation.s, 
if any, as ai'e necessary for the adequate disposal of the railway business 
of Govcmmeiit ; 

(;l) to consider arrangciiieiitH for the Unaiicing of I'ailways in hidia, 
and in particular the feasibility of tlu* greater iitili.i;ation of private enter* 
prise and capital in the eonstniotioii of new lines ; 
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(4) tu «ho(.h(M tlu' pi'i'SL'iil ,-,yslt‘iii ot conliol liy ( !(i\ criiuK'iii 

oJ' j'ciU's .mil farci-, ,iu(l the iiuic)iiiu'i'_v i’or (li'i'idjiisj; disputes lii-tMci'n rail- 
ways aaid ti.iili'rs au- siitislaidoiy, .uid if not, to adiise what modilic.dioiis 
uri' doHiralilo ; and 

(a) to make lOfoininciidaliuas that may seeiu iiL'iuiune to Iho inquiry 

I'lio tefomiitonduiiojis made by the iiitUaii Llatiway 
(lommittoe were so eomjircliensiye and ilioir effoets on siib- 
soqueui policy so I'ar-roachiiig iJial a detailed I'eroreueo to tlio 
report of the eoininittee is iiceessary to appreciate the chara-eUu- 
and implications of the developments which followed. I'he 
eommitteo was remarkable for the experts it contained. 

It took evidence both in London and in India, sitting for fifty 
days and examining 142 witnesses, bi'sides receiving written 
statements from them, d’ho rejiort was ]jublishod m flep- 
tember 1921. After a review of the raiiway situation the 
committee found that on the ipiestion of management, any 
reversal of the present ]iolicy in the direction of the English 
domiciled companies acquiring greater control and increasing 
their sihare capital 

'w'ould meet with strong opposition fioin ii largo body of tho public 
in India. We caanot, tliorefoi'o, reeonnnond the adoption oi that eourso. 
Moreover, an overwhelming majority of the witnesses who appeared before 
ns in India, wlicther individually they advocated state or company manage- 
ment, urged that the time had come wlu'ii the control, both linancial 
and administrative, of the Indian raibvays should be translbrred to India 

Despite all the advantages, of tho London boards, the 
committee argued, 

‘conditions in India have changed so greatly in the last few years, 
and are changing so rapidly at this moment that whatever may have been 

IS Tho oomniilboe cuusistod of (1) Sir William M Aowortli, (Jhab'man (2) Sir 
Henry P. Burt, K.C.I.E , Presiclont of tho Inditm Emhvay Bo.ird (l!)ll-5), Oireotor of 
the Indian Railway OoinpiMiioe, India, Olfioo (1915-!)) , Chairman of the Bengal and North-" 
Western, and the Kohilkiind Kiimaoii Ruilwiiy (Jotnjiaiiioa ; (,1) Sir Ba,|ondrn,n!ith 

Mookerjeo, K.O.LE., of Cnloiitta , (4) Sir Arthur 11. Aiidoraon, CJ.E,, O.B.E., Prosideiit 
of the Indiiiii Railway Boanl, 1919-20 ; (6) Sii Qoorgo C. Godfrey, Agoiit, Bengal Nagpur 
Railway Oompimy , (fi) 9’he Hon. Mr. V. S Srinivasa Sastri, Mtimber oi tlio Council 
of State , (7) Mr E H. Hiloy, C B E., formerly of tlie Groat Northern and Nortli Eii-itern 
Railways, and later General Manager of the New Zealand Government Railways ; (8) 
Sir Homy Lodgard of Cawnporo , (f)) Mr. Punishottamdas Thakiirdas, 0 I E., M.B.E., 
M.n.C., of Bombay ; and (10) Sfr. Jaino.s Tiiko, flirectoi of Barclay’s Bank and the 
British Linen Bank. 

U Indian Eaihodij C'oimniUee Meport lioreinaftor rofoiTod to as tho Aoworth 
Committee Report, para 203, pp. 03-4. 
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fclio poHilion 111 tho paat, \vu tliiuk tlic advantages of English management 
arc now oiitw'oigiied bjr the great disadvantages of abseiitee control and 
tho difficulty of keejhng in close toneli with the modern social and ti'ade 
conditions of India.’-" 

Oil ibeso gi'ovintls, tbevofoi'o, tho comniittee mia.nimously 
Tocominendod that tlio ‘English doniicilod guaranteed com- 
panies should coaso to exist at tlio termination of their present 
contracts.’^^ While the committee were unanimous in con- 
demning the existing system, they could not agree a.s to the 
proposals for future management. 8ir William Acworth, the 
chairman, and four others,^^ found, in view of tho unreality 
of private enterprise in tho true sense of the term in the 
guaranteed companies, the absence of initiative in the state 
as well as English domiciled company management, the pre- 
ponderating influence of the Government directors and tho 
Government’s detailed control, that the Government’s control 
was negative and freedom for private enterprise non-existent. 
Real transference of ownership and ofieration to Indian com- 
panies was impossible and Indian opinion was overwhelmingly 
in favour of state management. Again, on the tost of efficiency, 
neither form of management was superior in India. The 
conclusion reached was that ‘approaching the question, not as 
one of national sentiment, but purely from the practical |3oint of 
view, we find ourselves in agreement with tho almost unanimous 
opinion of Indian witnesses, and recommend that the under- 
takings of guaranteed companies, as and when the contract, s 
fall in, be entrusted to the direct management of tho State. 

The other membors^^ of the committee wanted it to bo 
recognised tliat in view of certain lines, such as the North- 
Western Railway, havdng to be oporatotl by the State on 
strategic grounds, and tho contracts of the companies running for 
a considerable number of years, such as the Bengal Nagpur Rail- 
way till 1950, the dual System was inevitable. Pronouncement 

““ Acworlh OommUfee Baporl, para 201) p. 01. 

Ibid., para 307, p. 04. , 

110831',=!. V. S. Srinivasa Sastri, Jil, H Hiloy, Puni.shoUamdas Tlmkurdns and J. Tiilco. 

Aoworth Committee Report, para 237, p. 08. 

Sir H. P. Bind, Sir B. N. IFookorjoe, Sir A. R.. Anilorson, Sir G, C, Godi’roy nnej 
Sir H, Lodgarcl, 
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ol' a pcrmanonl. policy was ilua'oloro uinvisc. Ilhoy wore 
also doubtful ali(»ut (fic I'osourecs of iho Govcn'iiiuoni of India 
with thciir additional liabilities since the war io finance railway 
oonstrnction to the extent needed. Emphasizing the dangers 
of state management, the o])inion of the Railway Board them- 
selves was cjnoted to the following cdfect : 

•(1) (Jon.‘it.ant. ii'aiiKfer« of Hcuior officials resulting in lack of con- 
tinuity in iiolicy , 

•(2) the tendency to give promotion on tlii' ground, s of .seniority alone 
withonli sufficient regard to efficiency or local knowledge ; 

‘(3) disregard of public opinion ; and 

‘(t) lack of initiative and flexibility.’-"' 

Retention of company management would, it was argued, offer 
scope for emulation and lead to healtliy results on State rail- 
ways. Further, the close association of the State in the employ- 
ment of a large labour force would introduce great possibilities 
of danger and the superiority of private over -state management 
elsewhere in this respect was instanced. These members con- 
cluded by rejecting English domiciled companies and recom- 
mending two sehomos of Indian coinjianies with a rupee 
capital.. 

The position of the Indian railways in 1920 and the other 
recommendations of the Aoworth Committee may be con- 
veniently discussed under certain heads. We may take up 
first the proposals made hy them to improve the adequacy 
of the railway transport system. 

Reference has already been made to the difficulties ex- 
perienced during the war. The Aoworth Committee’s inquiry 
offered an ox>portunity of eliciting public and commercial 
opinion on the cajiacity of railways to ' meet their demands. 
Public oxiinion in India had constantly comiilained of the 
utter inadequacy of the Indian i^ailway system to fiieot the 
needs of the country. The committee* stated : ‘The evidence 
given before us in all parts of the country and on behalf of all 
sections of the community was overwhelmingly strong as to the 
urgent need of drastic measures of reform and reconstruction 

9' deworth Oommitlee Seport, para 264, pp, 74-6, 
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of tho oiitu'o railway juachmc.’“® In anpport of thiw tho 
ropori roproduced ahiio.si twelve jmgos of extracts from 
the testimony Ijefore them. The gravity of the situation 
is not easily I'ealizod, but some extracts are elocpiont enough 
of tho hopelessness of transport capacity during tho ],)0st-war 
years. After a review of the evidence collected fi'om every 

AowoUh Cominiltee RejMi'l, p.im 25, p 7 
‘ Coraparo Uio followiii" oxli.ict.H ((iiotml from tlio lioport. p. 7, ot, bo<[ 

27). (litter Sir Chiitle',) Innet^, Secielmij In the Oorrimeiil of India, IJeparlmenl of Coiii- 
meree ; Thcro is a largo ilomand lor Indian coal for export, biiti iii tho absence ot 
aileipiato transport facilities loi meeting it, India is missing an exceptional oppor- 
tunity of establishing dself in tho foioign uiaikots wliero its coal is m great 
demand 

Mr Carr, Aijent, anil othei,-, of the Benijal Nuiijnir Huihvai/ Tho growing trade of India 
and the development ot the non and stool industry are hampered by lack nf railway 
facilities niifl new lines , 1,11)0 wagons a day would ultimately bo required to meet 
the total loquiiemonts nf existing and new winks at .lainshedpnr and Kulli, 
as against tho piesont- demand of ,150 

.\fr UiniUey, Arjeni, Eat,! Indian Raihoaij ; It in inijiossihlo to estimate tho loss to 
tiiido which would hn hionght about by the delay in providing essential faci- 
lities and tlio persistent faiUuo to keep tho capacity of the linos up to tho deniamU 
for trauHportation Tlie position is already so had at times that tiio riidway has 
to restrict or oven entirely closo down the ateoptaneo of goods laaHie Only onn 
lialf ol tho demand for wagons for moreliandiso can he mot Rnr tho ]iast 2li yoai's 
Iheio Jias always been an inability to provide Iranspoiliition to the oxtont 
demanded and the position is gottmg worse flay by day. Largo quaiititios of 
morehandisc offei ed for transport.atiou havo freijnontly to be refused. ' Tn ono case Ihe 
European oil sood market was lost dofmitoly owing to the lack ol laiiway fa'iuisjjmt, 
]\feshii Marnhall, Dud'i, Fanhiii^l, Bury and Mailin. Oakalla . The existing rail- 
way faeilitiOh are entiielv inadequate to cope witli even the priwent tiuffii . 'riioio 
is a serious shortage liotli of wagons and locomotn-os foi tiansport of i otil anil 
othor raw materials as woU us of tho finished piodiiets , and ol facililios for mm mg 
the wagons ivhieh aro available. 

Mr. Peat, Ohuirnmn, Indian Jaie Milln .Imociation, Ualculhi : tJocauso ol lack of 
railway facilities for tlio carriage of coal, seven largo jute nulls omiiloymg 
-10,000 workers had lomplotely stopped oa 1-lth January, 192]... Fio(|uontly no 
wagons at all wore ai'adable at dispatching points in tho iiorbhorn julo disti'icls 
jUr IFalson. Smyth, Vie.e-Prcsidenl. Beiii/ul Chumher of Commerce, CalrtilUt . Ono 
finn trading in linseed with a good doiuand and prices high for early shipment 
had in ono case some 700 tons of Imsooil hbld up at an upcoiiiitry station for -mor 
four months . . V manganoso firm had 300,000 tons of oro in stock To 
ihstanco the congestion, at ono station there aro 70,000 tons which aro only tioing 
dispatehod at the rate of about 3,000 tons por inoiisom ...Not only consumers 
sutlor hut tho unoortauity of ado(|uate transport is paralysing t.rado. It is obvious 
that the whole lailway niachino is inadoquato 
hieiU. Ool. Beinarih.ston, Secretary lo Hit Corernmenl of Madras, Bailmii/ Deimrlmeiil . 
'I’lio Oovornmont of Madras ostimatos an oxjinnditiiro of sninn Rs 30 croros as heiiig 
roquii’od to hnng railway communications in Soiithorn Tndia to a. stain of roason- 
.ihlo offieionoy. 

Mr Moir, hue Director of Civil Sappliee, Madras : Thoro liad fioeu a groat shortiigo 
of rolling-stock and ot ongino power on the railw.tys whilo thoro w.is an oxi'optional 
• Roareity of food over a large part of Uio Presidency Many coraplamts wore rocoivod 
from lioonsod exporters that they coidd not get tlioir rico earned. 

Mr. Boss Logan, Acting Agent, South Imhim Badway : There ‘is a good deal of 
nvororowding on certain parts of the Imo and m oortain cases rt is nocossary for 
passengers to alight and entrain othorwi.so th.in at platforms. 

Mr. ShaUspear, Uppei India Chamber of Commerce : It was common piactico for 
railwa 5 is to shut down acoeptanco of goods perhaps for ton days togothor vvithoui; 
ovon giving notieo to tho trade. « 

ifr. O. N. H. Townsend, Director of AgricuUiiic, Punjab : Third class pnssengora are 
undonbtodly ovorcrowcled . . .so much so that pmotieally freo flghta lake place 
' botwoen wovild-ho passongor.s and those alrondy travelling who do not divsiro others 
to got into tho efvrriagos Tho railway staff maintain an air of majostic aloofness 

3— J 01433 
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^juartor and »'vcvy auiliunty, tin- Acwoi'lU (Vnnniitlri! <)l).S(M'vod ; 
‘Clonuesiion at sonic tinic! of at .sonic (iKicc is a common^ilacc of 


I'a.ilwcXy nianaucnn'iit iii ('very [lafi oi t he glolx'. l>ut in India tof 
years past, it has vccurrcfl each sfaisou ; it has now licconio 
normal and it will become pi'mianent unless bold measures 
are taken to deal with thi*. situation. AlUiough tJie eom- 
jilications of the war peritid a,eeount in part for the dittienlties 
experienced, .some rosjion.sibility must, it was argued, b(' ascribod 
to the principles of linanee adopted and the Hnancial control 
exercised by the Oovernment of India. The defect ,s, the 
committee considered, wore primarily due ‘to the failure 
of Grovernmeut to provide the railways with aderpiato fmids for 


capital expenditure on development and extensions, and even 
for the essential operations of renewal and rejiairs. Tliey 
are the inevitable re.snlts of a jiaralysing .system which ha,s 
not been adapted and developed to meet the roquiroments 
of what is o.ssentially a commercial enterprise of the first 
magnitude. ’2® 

The system as it stood in 1920 is best .summed up in the 
words of tlie Acwortlr Committee. Railway fmanec' was tied 
to the api’on-.striiig.s of the general budget with the result 
that net receipts accrued to the benefit of tlie general 
revenues of the Government of India. The iluctuations in 
allotments were not, however, a financial by-product of the 
war : they obtained even before the war. The eomnpitee 
stated : ‘The effect of this policy of inadequate allotments 
varying irregularly up and down from year to year would 
liave been bad enough in any case. But it is made wonso 
when, as not infrequently happens, the allotment is suddenly 
cut down during the currency of the year to which it relate.?, 
and works in progress are suspended, staff are disbanded' at 
a moment’s notice, and materials are left lying on the ground 
for an indefinite period. An almost equally bad effect is 
produced when late on in the year, the general financial position 


28 AcmHh Oommitlee Report, paro, 27, p. 19, 
?i> Jliid., pnrn 2S, p, 20. 
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liaving uiiexpeoieclly iiiiprovud, ilie Finance Member witli. 
equal suddenness lifts Ids hand and thus encourago.s the rail- 
\Yay,s to spend moi'c frce]y.’^“ It is not surprising that a 
sy.steiii with such features as ‘lapses’ every year or the 
sudden grant of funds towards the close of the year should 
inhibit jirogressivc expansion. 

The evil was not confined to iiapital expenditure. It 
reached with equal effect |■ovemle expenditure. I’he eoiii- 
niittoe criticised the policy followed with regard to the [iro- 
vision of funds for renewals which were included under the 
program revenue. ‘There are,’ they observed, ‘scores of 
bridges Avith girders unlit to carry train loads uji to modern 
requirements ; there arc many miles of rails, hunchcds of 
engines, thousands of wagons, whose rightful date foi' renewal 
is long over past. Their cost has not been written off. They 
stand in the books at the oiigmal figure. The Government 

has formed no replacement reserve The position duo to 

the unwise methods of the past must lie redressed gradually. 
It will never be redressed under the present system of programs 
and annual grants and lapses, but only when commercial 
accounting methods are introduced in the management of a 
commercial undertaking.’'^^ Referring to the difficulties during 
the war period, which must have been to some extent re- 
sponsible for the situation, the report stated : 

'Obviously the ('xpenditure was only postponed, and had to be faced 
later on. An ordinary eoinmereial concern would, as a matter of course, 
have carried tlio money so underspent to a reserve for ivnewats, to be spent 
when materials were again available. The independent raihvay companies 
did this. Not so the State, Idie money was treated as part of the ordinary 
revenue of the Government in the year m which it was not spent, with 
the result that the net profits of the State railways are .shon n la the official 
return* as having risen steadily from 4'o4 per cent in 1914 to 7 '07 per cent 
in 1918-9. The apparent gain ivas not real. Had there been a separate 
railway budget, the money underspent would have been earunirked in 
it as adA^anced to the Clovornment for general purposes. It was indeed 
announced at one time that a rcsoiTC was hying made, or would he made. 


■W AewortIcCommU/tse l?cpoi‘l, para 3rt, p. 31, 
3* Ibid., para 08, pp. 30-1. 
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'I'iic t'liil of the l)a.s come, aixl Oic ii)oiu.\ i,-' iint. ihi'i'c , othej' Jialjilitics 
Ii.ui been Uki st,i'oiif>: loi tfu- OoM-rnnU'ul. of jiidia and so the i'es(>i'\<‘ fund 
vaiiiHhed 'Hu' railway maeluue i.s in urgent, need of rcpaii', uiuf ftuuiu lo 
pul il light are not lorllieoiiiing 'J’lte jiosiiion a.l ])iesenl thii-, , inain- 
teiuuice IS knni'niably ni anea.!-.. The eiial of nuitcimlh of all Iviuds is far 
<i.bovo pri'-wui level \\''iigeM Jikeuise liai'e aihiineed steeply 

Tlie Railway Doparinioiii ub tluni cousUtutcid alwu came 
Jii jur criticism. Admimstratj vciy Uic railways wore only 
rcganled a.H of sufliciciit i mportaiicc to be. entrusted to the 
cunti'oi of a Meniber of t'oimcjl i'or CVmmim'ce wliose porti'olio 
iiududcd such widely differing functions a.s sliippjiig, Assam 
emigration and peaec treaty affairs. The committee urged 
the ajijioiutmeiit of a Momhei' for Communieations dotihiig 
with railways, jiorts, inland navigation, road transport, tind 
po,st.s and telegraphs, 'rurning to ilic Railway Jioard, it was 
found that dts president has the responsibilities and rights 
of a Secretary to Government, thongli he does not bear th('. 
title. The other two members have not. And yet as a membci', 
the jiresiclont is nothing more tlian the senior amongst three 
colleagues. Originally he was only primus inter pares. There 
was another period wlion, though not by legal right, the 
president was really supremo and the decision of the Board 
was, in fact, his decision. As under such conditions it 
was imiiossible to fix responsibility under the Member of Council 
on one man only, the appointment of a Chief Commissioner 
of llailways was recommended, with the status of a SocretaTy 
to Government. The Chief Commissioner was to be assisted 
by a Financial Commissioner and three Railway Commissioners 
in charge of three groups into which the Indian railways, it 
was suggested, were to be divided. The Railway Com- 
mission thus constituted was to be assisted by a number of 
directors for the technical branches. Referring to the reforms 
then introduced, ‘this great constitutional change,’ said the 
Acworth Committee, ‘ must modify profoundly tho' respon- 
sibility of the iSecrotary of ytate for the management of Indian 

32 Aaworth GommiUae JR^porl, pura 71, pp. 31--. 

31 IbiJ., para 106, p. 39. 

3* Ibid., paiA 113, p. 41. 
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I'uilway.s.’'*^ 'VViih the traiisloT of power fi’oni the Secretary 
of State was also recotiimendod a greater devolution of powers 
to the Hallway Comniissiou and the railway administrations. 

As rcgaj'ds tlie relations between raiiwTiys and their 
eustonnu's, the Aeworth Committee eommented upon the 
serious conijdaints they had received, some of which were in 
thei]' opinion well founded. They accordingly (noposed the 
constitution of a tribunal somewhat on the lines of the ilailway 
Rates Tribunal in Creat Britain. Public opinion was to bo 
alibrded opportunities to be heard on matters jiertaimng to 
facilities, amenities, etc., by the establishment of central and 
local advisory councils re presenting all interests. 

These were, brieJly, the principal recommendations made 
by the Acwoi’th (lommittee in their report. Broadly speaking, 
the chief contribution of the committee was the new omphasi.s 
on the commercial character of the railway undertakings and 
the importance of operating them on business jirinciples. 
The developments which followed the publication of the report 
were directed to attaining this end. This is clear from a jierusal 
of the reports of two committees which were appointed in 
succession between 1921 and 1923, namely, the Railway Finance 
Committee and the Indian Retrenchment Committee. These 
committees thi'ow further light on the conditions of railway 
working, besides cndeavoiirmg to give practical effect to the 
recommendations of the Aeworth Committee. Before pro- 
ceeding to the changes introduced, it is necessary to refer to 
the reports of the Railway Finance and the Indian Retrench- 
ment Committees. 

RAILWAY FINANCE COMMlTTEIi 

The. Railway Finance Committee was appointed pursuant 
to the, resolution passed by the Legislative Assembly on 
13 September 1921, to consider the following cpiostions wLich 
arose from the Aeworth Committee’s Report, namely, 

(1) the separation of railway from general finance ; and 


85 Aowurth CommittEc Re.pmi, piim 126, p. -13. 
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(2) Uk' TefiuireHieuts of ra, ilA ays iii regard t(; cajiitAl 

cxpciKiitiin'- during 1hn uc\1 d'li years 

On i.lio iii'ist (jiu'shoii, the eoanmitee, in th(ur report issued 
in Oocomber 1921, stated : 

Tlie real ditliciilty ot‘ tlio proposal to sepai'.ite the cuiue railway budget 
iVom tlic general Liudget of the CVidral ( !overnnu'iit lies in the fact that 
any separation in tho sense suggesli'cl hy the Itailway C'oinnhltee involved 
till' surrender by the f'entral ( loveriuneiit ot I'ailways <is a soiiiee ol 
le.veuuo, Wc have accordingly eoncentrated onr attention not so much 
on the (piestiou of pnueiple as on the purely practical question 
w'hethei' any such surrender eould bo effected at the present time or 
in the iinniediate future , , for the jiresont, it is siiflieient to express oiii 
deiimte opinion that in the existing state of Indian tinances, it 
would be impracticable to replace this source of revi'iiue, if surrendered 
lor railway piurposes It is material to mention hero that when the new" 
iiuaucial aiTangemcuts necessitated by" the Reforms ucrc under nonsidcra- 
tion, it was assumed Ihat the Central Governnient would derive 
a substantial net revenue (after paying interest charges) from railways 
m deciding upon the amount of the central deiicit which ivoukl have to 
be made, good initially by contributions from the provinces, Lord Mestou’s 
Cominitteo assumed that the. Central Government would derive a net 
revenue of no less than Rs 11) erores li’om this source . We have, 
therefore, been led to the oonclusiou that separation of raihvay (iiiaiico 
in tho sense nuderstood by the Railway Committee is not at present a 
practical proposition. It may be advisable, when conditions beeomo 
more normal and financial equilibrium is ro-establis)ied, to re-exanime the 
question.’®® 

On the second question, the Railway Finance Committee 
appreciated the gravity of the position delineated by the 
Acwprth Committee. In view of the importance of the re- 
commendations made at this time, the attitude of the Finance 
Committee on the subject of capital expenditui'C on 'raihvays 
may he indicated. They said : 

"It has been strongly represented to ns that thi" present mcapaeity 
of the railways to moot Uio needs of the country seriously hampers tho 
development of Indian induatric.s. A .single example will suffice. It is 
a matter of common knowledge that shortage of wagons has cheeked the 
development of the coalfields ; m .spite of this in 1919 the production of 

»“ Railway Pimtmc OommiUee RejioH, piims Q-7, 
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coal ill ilio Bengal and Bebar and OiisHa coalfields uutstripjii'd liianaport 
facilities by nioie than 2|' niilhon tons If this \va.s the position two years 
ago, it is hleely to be much worse a few years hence, unless ininiediate steps 
are taken to rehabilitate the railways . With tho great develo])nietit of 
inetallnrgioal and other iiulustries which may bo expected in the near 
future, the rate of niorease is likely to grmv' rather than to diininisli— unless 
indeed that dovelopmont is throttled by tlic failure of those industries to 
obtain the coal they require It is not merely a cpiestion of buying more 
wagons and locomotives Lines must be doubled, bridges strengthened, 
_yards remodelled and the I'ailivays generally fitted to handle moie traffic. 
We are greatly impressed by tho wastago m the ii.so of oxisting i olling-stoek 
due to tlie incapacity of bridges to carry the mereased axle loads involverl 
ill the use of the. newer and heavier types of engines and wagons, [finally 
the need for a radical increase in the provision of facilities of all kiiid.s for 
third class passengers is so patent and the demand of the public on this 
point rs so in.si, stent that tho matter rcqiiin'.s no further empha.si.s on our 
part ‘3’ 

On these grounds the Railway Finance Committee considered 
the case for the provision of larger ca])ital funds for the imme- 
diate rehabilitation and betterment of oxisting lines to be 
amply proved, and endorsed the demands of the railway 
administrations for sufficient funds for the completion of works 
under construction. To iirevcnt the evils of fluctuation in 
the supply of funds, the committee recommended that 

‘tho program should be prepared on a five-year basi.s, tho provision 
for each quinquennial period being considered about two jmar.s before tho 
termination of the existing period The maintenance of snoh a program 
iieco.ssarily inqilics that there should be no lapse of money voted for any 
one year but not .spent within that year; such snin.s nlioiild be lairied 
to the credit of tho railway admiiirstration up to fho limit of tho tol.i! amoiinti 
fixed for the quinquennium.’ 

After duly considering all the factors involved, tlio Railway 
Finance Committee concluded that ‘funds to the extent of Rs. 
160 crores should be devoted to railway capital purposes during 
the next five years’ to be spent exclusively on rehabilitation 
and the completion of lines’ already under construction.**® 

Acworth Commitlea Report, pare 8. 

Tbid., para 40. 

Ibid., para 10, 
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'I’huse I'ocouimotidiitioii.s vv'crc; actt'piod ])y tho Legislative 
AsHcnihly iii March 1922, ex<'opt willi I'cgard to the t|U(istioo 
of sojiaration of railway froin geaei’al iiiaiueo. The Govern- 
ment oi;’ Jneha and tho iSecrctajy of Stido also agi-eod t,o tlu; 
proposal and Agents were hist.rudod to propai'e tludi' tpun- 
(piennial pi-ograms. 

THR RETRENC'IIiVl RRT COIvriM fTTKR 

About this time the financial [) 0 ,sition of the Government 
of India was in a serious state on account of tht; unfavourable 
hfilance of ti'ade during 1920-1 and 1921-2, and the financial 
strain involved in the creation of the reformed provincial 
governments. The economic corrditions wore refleetcd in the 
I'ailway traffic i'ecei})ts which doclinod,' and for the first time 
since 1900 railways failed to eontribnto anything to the Central 
Government and produced a deficit of over Rs. 9 crorcs. The 
need to effect economies and increase revenue was imperative, 
and the Government of India appointed the Indian Retrench- 
ment Committee'^® with Lord Inehoapo as chairman in 1922. 
Railways were expected to contribute no less than Rs. KOf 
crores by the Meston Clommittoe anrl the unexpeciied deteriora- 
tion in railway receipts thi’oatened to render this railways a 
source of considerable liability to the Central Guvornmont. 
It is therefore not surprising that the Inchcapo Ciornmittco 
paid particular attention to the problems of railway finance. 

The committee, first of all, stated the principles according 
to which the State-owned rvailwcays should be operated. They 
observed : 

‘Tho country cannot afford to sipjsidizo tho railways and .stepa sliould 
ho taken to curtail working oxpensc.s as nooofssary in order to ensure that 
not only will tho railways as a whole bo on a self-supporting basis, but 
that an adequate return jihould bo obtained for the largo capital expen- 
diture which has boon incurred by the State. We consider that, with 
economic working, it should bo possible for railways in India to earn suffi- 
cient not receiiJtg to yield an average return of at least 5 1 per cent on tho 
total capital at charge. Tho average return to the Rtate during tho three 

pjoroinaftei’ refecrod to tin tlio laohoape Coramittoa, 
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yi’urw prior to tlio \va,r was o per coni, and in view of the fact that larf'o 
amounts of additional capital are being raised at 6 per cent oi’ over, wo 
think a return of 51 per cent cannot be regarded as excessive,’'*’ 

Tim Tnchoape Oonimittee next attacked the provision of Rs. 150 
(Tores to be spent in five years, which, they said, ,did not assist 
matters, as 

‘this money ean be utilized only for new works or to pay tbo cost of 
improvements carried out in connoxioii with renewals, whicli represents 
only a small portion of the total cost of such renewals. It cannot be e-v- 
pended on repairs or for overtaking arrears of renewal.^, the co.st of which 
is borne entirely by working oxpeiise.s.’*^ 

In view of the financial stringency and the large capital ex- 
penditure which was being incurred, it was considered that 
the overtaking of these arrears might well be jrostponed on 
I'ailways not able to earn sufficient receipts to pay interest 
and sinking fund charges. The Inchcape Committee stated : 
‘’I'he real question to be decided is w'hethcv, when capital ia so urgently 
I'equired by .some railways for remunerative purpo.se.s, the country ean 
afford to boirow large sums of money at the present high rato.s for expendi- 
i-nre on railways which are not only unable to earn 5 per cent on their pre.sent 
capital, but which have to bo subsidised by the general taxpayer. We 
consider that further expenditure on such railways can only be justified 
if it can be sati.sfactorily demonstrated that this expenditure will increase 
the not earnings of the railways suflioiently to cover the additional intere.st 
involved.’*” > 

The Inchcape Committee next endorsed the Aoworth 
Committee’s recommendations for , the appointment of a 
Financial Commissioner of Railways, the institution oi some 
form of depreciation fund, decentralization of control, and 
an investigation into the railway accounting system by qualified 
experts with foreign experience. The other recommendations 
and observations of the Tnelicape Committee will be referred 
to later when dealing with the later developments. T’he 
summary attempted here reveals in the Inchcape Reqiort an 
attitude different in tone and emphasis from that of the Aoworth 
and the Finance Committee. In pue sense the Inchcape 

■" Inchcape. Ooinimtlee /ie/wi'l, para. 5, p, 01. 

■‘2 Ibid., para 8, ,p, 02, 

“ Ibid. 
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out t<o liavc heen a valuahlt* coi'roclix'c to the (‘.vpanfsioiiist 
tendeiK'k's oi' th(' previous reports. In other I'l'speets tfieir 
rec-otniueiulaiions were eoiiiphnnenlary 

'Pile t.hree years 1920-1 to lt)22'.‘{ had witnessed sueli 
rutldess analyses of the railway situation tliai they pruh.ihly 
liad tlie etteet ol exagvt>i‘atiu|^ the detects in the workniy, and 
adnunisi ration ot i‘a.ilways. But ttiere ea-n he no doubt that 
the re]jeated emphasis on tlio ehangi's desirtul aeeounts largely 
for the ex})eclition with which the reorgauizatuin was attempted 
and carried out. It must, however, he stated that ('crtain ot 
the eritiei.sms of the Ineheajie CV:>mniittoe were not well founded. 
The charges based on the comparison ot the vesidts tor two 
years were hardly fair, as they took little account of the fatit 
tliat working oxfienses were swollen by the sums oxiiendod 
in overtaking arrears of maintenance and renewals, the effects 
of which had not yet begun to he felt.- Again, the reduction 
through their recommendations of the revenue oxpciiditure 
ujiset the full utilkation of the ca])ilal lumpsum provided 
for rehabilitation during the quinquenuiiim, thus seriously 
dislocating the programs which had then been completed, 
and limiting the money spent on open lines and rolling-stock 
to less than Rs. 88 crores during the period 1922-7. 

The factors which affected railway finance during the early 
post-war years were many. The prices of all materials had 
risen to unprecedented heights. The temporary enhance- 
ments in the wages biU had to be replaced by permanent revi- 
sions of scales in or by 1920. The advance on the pre-war 
scales of pay amounted from 20 per cent in the case of the 
higher paid staff to over 160 per cent in the case of lower sub- 
ordinates and inferior employees who always accounted for 
a major portion of the labour costs. As if these were not bad 
enough, the average rate of interest which had been less than 
3-j per cent rose to over 6 per cent on the capital raised after 
1916-7. f'he effect of this as well as the large outlay on re- 
habilitation led to an increase of more than Rs., 6 croi'es on 
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accuunt of interosi alone as compared with the position (hiring 
lOlS-'i. As against those factors which forced u)) worldng 
expenditure, rates and faros had not advanced to anything 
like the same extent. 

A D AU NT ST RAT 1 V E R ET-’O RMS 

We may now proceed to consid(n‘ the aot.ion taken on the 
I'ocommondations of the eommittoos which had investigator! 
the railway situation during 1920-3. The Acworth (Com- 
mittee had recommended (he appointment of a Member of 
Council for Communications and a Chief Commi.s.sioner and 
thj'ee other commissi oncr.s. The Covernment of India did 
not agree to the appointment of an inde]je.ndent Member for 
Communications but ajiprovecl of the reorgan i'/ation of the 
Railway Board on the lines of the recommendations of the 
Acworth Committee, 'fho appointment of a Chief Commis- 
sioner was made in November 1922 and his status was raised 
as suggested by the committee. Accordingly the new Chief 
Commissioner, it was stated, ‘is solely resjionsible — under 
the Government of India. — foi- arriving at decisioTis on technical 
matters and foi’ advising the Government of India on matters 
of railway policy, and is not, as was the President, subject 
to be outvoted and overruled by his colleagues on the Board.’ 

iMr. (later Sir) C. D. Huidley was aiipoiutcd to this jiost 
ajid his first duty as Chief Commissioner was to work out 
detailed proposals for the reorganization of the Railway Board. 
The appointment of a Financial Coiuiiiis.sionei' was urged by 
both the Acworth and the Inchcape Commiiteo and early 
appointment to this post was ]-eqiie,sted by the Chief 
Commissioner, The appointmout was made in April 1923 with 
{ho saiiction of the Secretary of State. The Railway Board 
as reconstituted towards the end ot the year 1923-4 consisted 
of the Chief (jornmissionei', the Financial Commissioner, and 
two Memberg. The territorial distribution of work recom- 
mended by the Acworth Committee Was abandoned in favour 


“ Imliait, Ifri/ltrai/n, lS)i2-3, V'ol I, p. <>. 
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('nginoerino. mechanica! ongiiuM'ruig, li’aHic and ('stahlishinoin 
ivern croated, io |{'a\(' tlin coninii.sKioiiers and imnnhera nl (lie 
Railway Board iVi'e of ronfino diilK's lo di'vote, grealer atteniinn 
(-0 larger (juc'Klions of railway policy and to koei) in loneh with 
Local (jioyernirients, I'ailway adniini.si, rations and iiublie bodie.s. 
'^rhe technical staff, the director, s, it was stated, ‘ arc not nun'cly 
advisers or coirsiiltants, but arc actually rcsponsifilc for dealing 
with. . .2)ro})o,sals of new work.s and projects, with traffic prolilctns 
■wdiich come to (Government for settlement, with technical 
standards, questions of safety and inspection, and [iroblems 
connected with personnel.' 'fhe difficulty with the former 
Railway Board was over-centralisation which ov'^erwhelmcd 
them with detail to the detriment of the prom])t di.sposal of 
the larger problems. 'Phis defect was sought to be removed 
in the reorganization by a policy of decentralization of powers 
to agent, s of state-managed railways and boards of directors 
of company -managed railnaiys. 

.SICPxVRATJOM OF FlNANCK 

We have seen how the proposal to separate railway finance 
from general finance was po,stponed from time to time. When 
the Acworth Committee recoramended the institution of an 
independent railway budget, they j’eferred to the lialiilities 
which the railways would have to assume and expressed their 
opinion as follows : 

'Whether the railways should pay precisely tills amount (the interest 
charges) or a larger amount. . . m consideration of the expenditure which the 
railways have incurred for non-railway purposes is a matter for argummit. 
We have no wish to express a po.sitivc opinion though we think that there 
IS much to be said for letting bygono.s be bygone, s and fixing the payment 
to the Government at the same sum that the tTOvernraeiit has itself to find 
at the present time for interest on railway debt The, point is that the 
Hailway Ifepartment, subject to the general control of Govoriimetit, once 
. it has met its liability to its creditors, should itself regulate the disposal 

r 

11 He/iort hi/ Chi Uailwwf Board on Indian HailiMys U)23-t, Vol. I, p. G. This title 
has bi'on retained mwo tliat yoav, and tlie publioai ion will he referred to horeinafler as 
liiiiltmy Board n licport. 
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of thr bulaik't' and should bo fioo to dovote it to iun\ oiii]iita.l jnu’pows 
(whether dii'(>otly or as seeuritA" for now debt incurred), or to reserves or to 
dissipate it in the foim either of roduetioiis of rates oritiuirovemoiit of 
services. We have (>xpressod our own Anew that tho only pavinent by the 
I'aihvay.s to the generarl exchequer should be, tin* interest at a lived rate on 
(he capital adAuineod."*® 

In (lealiiig with this important recommendation, the Railway 
Fmance Committee, as we have seen already, took a dift'erent 
attitude towards the ])]’oposal of a separate railway budget 
in view of the then state of general finance and suggested 
postponement of the consideration of the cpicstion for some 
time and examining it again when conditions became normal 
and financial equilibrium was re-established. ''J''hey referred, 
liowever, to certain problems which would have to be settled 
before the question of separation was decided. Their report 
stated : 

'It would, of course, be iiocossary to discuss certain questions of prin- 
ciple which for the reasons given ivo have now avoided, siioli, for cxaipple, as 
the extent, if anjq to v-lnoli general revenues arc entitled to benefit from 
the net profits made by railways, liow tho capital at charge and the liability 
in respect of interest charges should be as.scsscd, whether any deduction 
should he made from that capital in respect of strategic raihvays, how fai 
the control of tho Assembly over the budget as a Avhole would bo affected by 
such separation, and whether the railway administration ivould be justified 
m utilizing, or indeed wlietlier it would be economically sound to utilize, 
surplus railway revenues for capital expenditure.’''’ 

'fhe jiroposal -was left at that stage till 1923, when the Railway 
Boai'd, while dealing with the Lnchcape Committee’s recom- 
mendation that railways should be so worked as to yield 
an average return of at least five per cent on f,he capital at 
charge, reopened the whole question of the separation of raii- 
waj finance. The detailed proposals of the Railway Board 
were to 'the effect that the C4overnment should receive from 
the railways interest on the capital invested on railways, with 
the exception of the strategic railways, together with a fixed 
annual dividend of fiA’-e-sixtlis of one p§r cent, and a share of 

Acivortli (Jotnmittee liejml, |jiira 71, jjp. m-U. 

” Itaihmij Fbtdivi' OnminiHee Hepori, parii 7. 
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tiny ,suri)liKS proiit.s. The tlividciid. accoi’diiiy to the llailway 
BoiiJ’d’s [)ropo,sal, was to be an 'aetTuing eliai'gt' whieh. if 
jioi paid olf in any one year owing to ieniporary causes, must 
be met. in anotlier.’ In view of the ditlieultics experieueed, 
such as amending iSection 07-A of the (joveniiuenii of India 
Act, the scheme was laid hefove the Ctentral Advisory tAuued 
for Railways, and thereafter submitted to the Ijegishitive 
Assembly on 3 March 11)24, in the form of a resolution estab- 
lishing a convention to this clfcet witii the Legislative 
Assembly. The solution suggested, it was explained, 

does not give that full ineasuro oi' scwuity tiiat the railway adniini- 
.“iti'ation requires if it is to regulate its working on a eoimiioreial Ijiihw aiu! 
i.s to be hi a pusitiou to balaiioe gams and losses o\er a senes ol' years , but' 
if the Assembly is cunvmeed of the iu’eesHit\ ol having a convention ol 
this nature and agrees to it. it iiniy be assumed that, no attempt will be made 
subsequently to upset the convention 1’he eoinvntion, if adhered to, will 
•soeaire the mam object, viz , (i) a stable return to the gouoral revenues from 
railways, and (u) the carrying out of a railway policy based on the aucopt- 
anee of respodsibihty for obtaining a fixed dividend accompanied bj' the 
assurance lo the railway administration tluit funds will be forthcoming 
for any operation which will secure sneli dividimd and that any surplus will 
be available for railway purposes.’ 

The resoiutiou was referred fu a eommittoe of the House, wlio, 
unable to deal with it in the time at their disposal, postjioned 
it to the next session. In August 1924, the eoinmitteo issued 
tlieii' report recommending that the fixetl contrilmtion to the 
general revenues should be raised from five-sixths ol' one per cent 
to one per cent on the capital at charge of the commercial 
lines. To this was to be added one-fifth of any surjilus profits. 
They proposed that if the amount available for transfer to 
the railway reserve after payment of the above contribution 
should exceed three crores of rupees in any one year, one- 
third of the excess should also accrue to the genei’al revenues. 
The committee also agreed to the proposals of Government 
• on the financial side, but asked for alterations in the con- 
stitution of the Central Advisory Council to provide for the 

Rdihi'ai/ Bnafd's Jif,poH IflTiia, Vol, J, u, K, 

Ibid., p. 90. 
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selection of its inenibei's from jiaueLs set up by the Council of 
State and the Legislative Assembly from amongst their members 
and for the creation of a Standing Finance Committee, con- 
sisting mainly of the members of the Legislative Assembly. 
Odiey further stated that the estimates of railway ex]ienditures 
should be first approved by this committee before the intro- 
duction of the demands for grants in the Legislatuie, and that 
the railway budget should be introduc-ed before the general 
budget, and separate days allotted for its discussion. Lhese 
proposals were accepted by the Giovernment, but the cpiestion 
was raised whether, as a condition for the acceptance of the 
j)ro[iosals by the Assembly, Government should not give 
assurances with regaril to Indianization of the services, ro- 
presontation of Indians on the Railway Board, and tlie purchase 
of .storo.s for railways. An undertaking was also demanded 
that no railway was to be handed over to a private coni])any 
without the prior approval of the Legislative Assembly.®® 
The reiiort of the committee came up before the Assembly 
in the middle of tSeptember 1924, and after a good deal of 
debate, an agreement was formally reached on 20 September. 
According to the agreement, 

‘Government undertook that the arrangempnt.s for separation should 
liold good only so long as the East Indian Kaihvay, the Great Indian 
Peninsula Raihray and tlic o.vi.sfcing .state-managed railways remained 
undei' State management ; that no negotiation.s for the transfer of any of 
' these railways to company management .should be concluded until facilities 
had been given for the drsousBion of the whole matter m the Assembly ; 
and that, further, if any of thi* above railways were transferred to company 
management, against the advice of the Assembly, the A.ssembly should 
he at liberty to terminate tlie arrangements for separation.'^! 

The resolution supporting the proposal for the separation 
of finance* as passed by the Assembly stood as follows : 

'This Assembly recommends to the ' Governor-General in Council that 
in order to relieve the general budget from the violent fluctuations caused 
by the incorporation therein of the Railway estimates and to enable rail- 
ways to carry out a oontinnous railway policy* based on the tiecea,sity of 

Board' n Rcpo}t 1024-5. Vol. I, p. 2, 

“ Tlufl, 
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luaktii.ii, d roliirn In i^nncn!! on lln' niuiirN ('Ajiniidcd In 

tlic Stnte on rjiilwnys 

(1) l.ho railway fiiianrea .shall be .sepaiaied IVoni flie general finanie.s 
of the coniitry and Ihe general revenues shall I'eadve a definite annual 
eontnbntion frmn railways which shall lie the lirsi charge on (he not u'(!ei|)1,s 
of railways ; 

(2) the contribution .shall be haseil on the ca|)ilal at. clnirge and woi'knig 
re.snli.s of conmiercial lines, and shall he a stun eiiual to one per eent. on 
the e.ipital at ehargc of eominercial lines (exeiudinn eapital eontribuled 
by companies and Indian 8tates) at (he end of the penultimate liiuuicia! 
year plus one-fifth of any surplus profits lenmiuiiig after payment of this 
fixed retuin, subject to the conditioM that, if m any year railway r(*venue,s 
are insnfheient. to provide the pereentagi' of one per rent on the eapital 
at eharge, surplus profits in t he next or subsequent years will not be deemed 
to have ae.erued for pnr])Osea of division until such defieieney has been made 
good; the inteu-st on the eapital at charge of, and the loss in working, strategic 
lines shall be borne by general rovennes and shall eonseiiueiitly' bo deducted 
from the contribution so calculated in order to arrive at the net aanoiint 
payable from railway' to general revenues each year ; 

(:>) any surplus remaining after this payment to general revenues 
shall be transferred to a railway I'cserve ; provided that if the amount 
available for tran.sfer to the railway' re.scn'e exe<*ed.s in anv yg'ar tlii’ce eroriss 
of rupee.s, only two-thirds o£ the excess over three crore.s shall be transferred 
to the railway reserve and the remaining one-third sliall accrue to general 
revenues ; 

(4) the railw'ay reserve shall be . used l.o secure the payment of the 
annual contribution to general revenues , to provide, if necessary', for 
arrears of depreciation and for ivriling down and v\ritmg off eapital; 
and to strengthen the financial position of railways in order that the 
services rendered to tho public may he improved and rates may be 
reduced; and 

(5) the railway administration shall be entitled, subject to such condi- 
tion.s as may be pi-esoribed by the Government of India, to borrow tem- 
porarily from the eapital or from the reserve, s for the purpose ^of meeting 
espondituxe for which there is no.pprovision or insufficient provision in the 
revenue budget subject to the obligation to make repayment of such borrow- 
ings out of the revenue budgets of subsequent years.’ 

These arrangements '-under the convention established in 
accordance with the resolution were, it was provided, subject 
to revision, and were to be provisionally tried at least for- 
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three years. It was further stated that the convention was 
to hold good only ‘so long as the East Indian Kailway and the 
Great Indian Peninsula Kailway and the oxi.sting state- managed 
railways I'omain under State management.’ If Government 
entered into negotiations to transfer any of these lines to 
company management, they wore not to bo com])leted before 
they had been discussed by the Assembly. If the advice 
of the Assembly was rejected, it was provided that the Assembly 
would bo at liberty to terminate the arrangements made in 
accordance with this resolution. Finally, the Assembly also 
recommended a rapid* Indianization of the railway services 
and a policy of purchasing stores through the Indian Stores 
Department. 

Thus was accomplished what is probably the most important 
reform introduced during the present century in connexion 
with the administration of Indian railways. The separation 
of the railway budget might not have been effected so soon 
but for the pressure of certain problems which did not brook 
any postponement. The approaching termination of the con- 
tracts with the East Indian and Great Indian Peninsula Kailway 
Companies had rendered a decision on the general question of state 
versus company management imperative, and in February 1923, 
the Legislative Assembly was able to carry a resolution recom- 
mending state management on both the lines' on the expiry 
of their contracts. The Government of India wore not, however, 
fully in agreement, and while conceding that the present 
system was unsatisfactory, they proposed ‘to continue their 
efforts to devise a satisfactory form of companies domiciled 
in India to talcc these railways over, eventually on the basis of 
real company management.’ The Separation Convention which 
was adopted on 20 September 1924, removed apprehensions of 
the dangers to which state management is exposed, and on 
1 January 1925, the State took over the management of the 
East Indian Railway. The contract concerning the Great Indian 
Peninsula Railway terminated on 30 Juno 1925, and arrange- 
ments were made to bring it also under direct state management, 
T> -ISUB 
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Thus was hronglil. to a < los<' a poi'iod of hositaucy and 
nnwilling]icss on tlai <jt (iio (loxan nnunit' to assutno r('- 

sponsibildy for llio din'd' oiuiraliun of its own t'ailways. Up 
to this time', thr Uovornniont. Jead worked only those. I'ailways 
which, because of tlieir imivmunci'ativa' clan'ju'ier, ]ia.d kej)t 
away coni])anics from them. ddi(( year iP~5 markeul the datci 
on which the iState accepted r('S])onsihility for operating the 
paying lines to a standard of {'Ihcicncy and success not inferior 
to company managciwmt. Tire ctfed. of liar changes dui'ing 
the period 1920-4 a.nd the inii-oduetion of a se])arain r-ailway 
budget on the railway oi-ganixation aird ]rolicy was to ema.n- 
cipato the Indian railways from the trariiniels of the Itinance 
Department. They implied a, freedom to initiate and carry 
out policies governed by business pi'inciplos ; th<ry also helped 
to inaugurate further changes and vontui'cs on a scale not 
previously attempted. The charaoto]' and eonsoc|uonces of 
those developments need to he studied, as the Indian railways 
constitute the largest single undertaking in the country and 
have a profound inUuonco on its eoonomie life, Durthei', the 
success of the attempt at state operation itself needs to be aiire- 
fully appiraisod. The advocates of the poiicry of iudiisti'ial deve- 
lopment of the country looked to tho i'ailways for encournge- 
mont and active support. The growing insistence on increasing 
industrialiiiatioh is amply borne out by the expansion of the 
older industries and the development of new ones during recent 
years. These are hut a few of the problems raised in connexion 
with our railways during the last two decades. 

It is proposed to examine, in the succeeding chapters, tho 
principal developments during the post-separation period. 
While attention is focussed cliiefly on this period, perspective 
has not been sacrificed. The answer to certain of the important 
questions raised here cannot be given before the close of our 
survey. The subject of capital expenditure is taken up in 
the next chapter by reason of the importance attached to it in 
connexion with the rehe.hilitation and adequacy of our railway 
equipment both prior to, and immediately after, the year 1924, 
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CAPITAL EXPENDITURE DURING THE POST-WAR 

PERIOD 

Glassificatioii of Indian railways, 36. Importance of capital oxpenditnve, 38. 
The post-war rehabilitation program, 39 Program revoniie expenditure, 
1921-4, 41. Pailway Pinaiico Comnnttoc’.s c.stimatcs, 43. The quin- 
quennial program during 1922-4, 44. TJie effect of uorler, spending, 
45 Confu.sion of ideas as regards the program revenue exiiendituro, 
relation of capital to revenue exponditure, 46 Underspending due to 
lack of organization, 47. 

Capital . expenditure after separation Expenditure on open lines and now 
construction, 50. 

Open line expenditure on stationary oquipment, 52. Classes of works, 54 
Mobile oqiupiuont : progress of expenditure on rolling-stock, 02 lucroaso 
of locomotive power, .seating capacity of carriages, and capacity of wagon 
stock, 03 

New construction ; trend of exponditure on new construction, 05. Policy 
of the Railway Board with rcforence to the program of now lionstructjoii, 
00 Progress of oxtonsion.s, 68 Criticism of the policy by the Ttailway 
Retrencliinent Sub-comnutteo, 71. 

Financial justification of the new jirojocts, 71 'Ihc effect of exeesscs over 
estimates, 72. Principal causes : plethora oJ’ tmids, excessive oiiiimism, 
inability to spend annual allotmonts, 74 The system of ‘ovei'-nllot- 
ment’ and its implications, 7p, Defective financial control and use of 
‘abstract’ estimates, 79. The case of the Kaiigra Valley Railsvay, 81 
The Calcutta Chord Railway, 85. Lines constructed under insufficient 
guarantee, 88. Financial effect of open line works, criticism, 89 
Productivity of railway investment as compared with current productivity 
of capital, 92. 

As the problems encountered during the eaily ])ost-war years 
were concerned to a large extent with those of rehabilita- 
tion, modej’iiisation and construction, expenditure on capital 
account on a considerable scale on many kinds of projects 
and schemes was the principal feature of railway finance during 
the post-sejDaration. years. It is necessary at the outset to 
refer to the Indian railway system as it stood in 1924. 

OLASSTEICATION OB' INDIAN RAILWAYS 

Indian railways have been generally classified under fifteen 
heads in the administration reports ^ of the Railway Board 
according to their relation to the Government of India as 
regards financial control. Their relative importance in length 
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of milage, ca.pifal, gross earnijigs and iiel ('aniings will Ix' clear 
from file, figures shown iu 'I'nlili' ’2. 

'rAHLE -2 INDIAN UMLWAVS (1 KDDI’ I'M) ACDOUDIND 'i’O i\j D'I'HODH 
OK WOKKINIJ ON :il iMAKCH 1024 

{Rs in r/e/t'v) 

Koufc (‘iiiiitnl Oioss Net 

(JlahsilKatioii inihuic al rbargi' cavuuifis carninoH 

Ks. Rs Rh, 

(1) WtaU' lines woi lead liy Slate 7,078 L85 OS 24-12 0 57 

(2) vState hnoK worked by (om- 10,280 452 87 70'20 20\S5 

panies 

(3) Branch line eoiupanicM’ lOO 144 OKI 0'03 

railways under guaranteed 
terms worked by branch 
line companies 

(4) Branch line compamea’ ^ 115 0'81 0 12 0 00 

railways under guaraiiteetl 
terms worked by main 
line 

(5) Branch line companies’ rail' 1,081 l:)'8r) 2 40 D20 

ways raider rebate terms 
worked by main line 

(0) Bi’anch line companies’ 107 I 82 O’ 1 5 04)7 

railways under guaranteed 
rebate terms 

(7) Companies’ linos .subsidized 2,170 iV’lO II 07 1 02 

by Government of India 

(8) Companies’ lines subsidized 137 1 75 0’37 O’ll 

by local governments 

(9) Unassisted companies’ lines 70 ()’I!8 0 04 0 01 

(10) District board lines 27 1 1 '40 0 3(5 0 10 

(11) Companies’ lines subsidized 300 151 0'30 ' O’lti 

by district boards 

(12) Indian State lines worked 3,054 15'S6 2’03 0'78 

by Indian States 

(13) Indian State lines worked 1,780 I1'24 1’8{) 0 78 

by mam lines 

(14) Companies’ lines guaranteed 754 9'64 1’72 0 88 

by. Indian States 

(15) Lines m foreign territory 74 2’16 O'lS 0’07 

worked by British Indian 

railway companies 

Total . . 38,039 717’93 107’80 39’35 

T'hese fifteen groups were arranged at the instance of the 
Acworth Committee into three broad divisions for statistical 
.purposes : Class I railways with gross earnings of Rs. 50 
lakhs and over a year Class II railways with gross earnings 
of less than Rs. 50 lakhs and over Rs. 10 lakhs a year ; and 
Class 111 railways with gross earnings of Rs, 10 lakhs and 
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UHfler a year. The relative magnitude of the three classes 
may be seen from the following figures as on 31 March 1924 : 


ClaaH 

I 

II 

m 


Route milage 
05 

1,868 U6 

1,408-81 


(lapital outlay 
(Rs. in ororos) 
094-54 
14 40 
6 87 


Total 


88,038 52 


715-81 


The Class I railways, it will be noticed, constitute by far 
the largest of the three groups and will receive in the present 
work the principal attention. 'The railway systems^ comprised 
in this group are ; 

(1) Assam Bengal Railway 

(2) Bengal and North-Western Railway 

(3) Bengal Nagpur Eaihvay 

(4) Bombay Baroda and Conti al India Railway 

(5) Burma Railways 

(6) Eastern Bengal Railway 

(7) East Indian Railway (including the Oudli and Roliilkiind Railway) 

(8) Groat Indian Peninsula Railway 

(9) Jodhpur Railway 

(10) Madias and Southern Mahratta Railway 

(11) Nizam’s State (Guaranteed) Railway 

(12) North-Western Railway 

(13) Roliilkund and Kumaoii Railway 

(14) South Indian Railway. 


Tor purposes of statistical analysis, the Class I railways have 
been further subdivided according to the gauge, A large 
proportion of the milage of these railways comes under the 
broad gauge, and the bulk of the remaining milage under 
the metro gauge. The balance constituting a small fraction 
represents the narrow gauge lines.® 


^ KeforSnee to the individual railways in t)ie aucceoding pages will bo made by then- 
initials only 

■•i The relative proportion of the route railage of the Class I railways undnr the throe 
. gauges may bo seen from tlio following figures as on 31 March 1924: 


Class I railways All railways 

Broad gauge (5' (i") 1S,G40 IS, 040 

Metre gauge (.')' 3") i4,15!), 15,609 

Narrow gauge (2'& 2' 0") 1,962 3,739 


Total 


34,761 


38,033 
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'Hic stale has a, largo financial stake in fho (fiass i rail- 
ways. All the syslians included in this group with llu' ('vcop- 
tiou of the Bengal & Morlh-Wi'.sli'rn, the 11. B. H. 'Fhe Xr/,am',s 
State, and tlio llohilkund & Kuniaon, weri' Slate-ow lU'd. To 
tliesc must bo aikled the, state lines w'orlced by these private 
railways, namely, the Tirhoot- si'ition workial by the Pxnigat 
& North-Western and the Lucknow- Bareilly section worked by 
the Rohilkund & Kmnaon. 


TMPtmTANCE OF OAlUTAL nXlMONDITUun 

It is necessary to appireeiato the full imjilieatioiis of the 
works programs of railways. The railwuxy industry ]>resonts 
a unique integration of a mimlaT ol factors to render the highly 
specialized function of inland transiiort. The apparatus which 
it uses is the most elaborate of all industrial undiuTakiugs. 
The permanent way, banks, bridges, tunnels ; stations, termini, 
marshalling yards, sheds, signals ; loc-omotives, coaching 
vehicles, goods wagons, steam coaches, diesd ears, rad motors; 
“ huge workshops for consti'uction, assomhly, rejiairs and ro- 
eonclitioning of railway plant and maehinery ; all these 
operated by an army of employees, supervisors and exeeutivos, 
roughly indicate the nature of the conereio machinery of a 
railway undertaking.^ 

Railways have played an important part in construction 
of all kinds, krom the stage when the voids of vast regions 
are explored, surveyed and gridironed with railway facilities 
right down to the process of keeping the elaborate apparatus 
at work, large sums are spent. Increase of population, deve- 
lopment of new territory, growth of large-scale industries and 
the consequent deiriand for rail transportation lead to the 
construction of new lines. A progressive railway system 
calls for increasing expenditure. Augmentation of traffic and 
greater density of movement must bo mot by additional trains, 


_ As Prof. P. W. Taussig observed • ‘A railway’s plant is larva relativnlv +n 
in most industrial units .... A vianvifaoturuig plant m whioli the plant moroly eoualled 
m aluo ho auiiual output would ho regarded as having a relatively large fixod invest- 
ment ; how much more the railway m whi oh the plant is five or tin tidies at aZt L 
valuo as the annual turnover. Principles of Economies, Vol. II, p. 421, fourtli ediion. 
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inprovcDieDLs in raarslmlliug yards, larger station facilities, 
modernised signalling, heavier engines, strengthening of the 
pcnnanejit way, bridges, etc., and a corresjioiiding enlarge- 
ment of woj'ksho]! ea])aeity. Idle very maintenance of 
railway property in efficient condition involves periodical out- 
lays of large sums of money. With the development of towns 
and suburbs, passenger and goods traffic outgrows the original 
provisions for convenience and economical handling at 
terminal stations. Railways contribute through remodelled 
termini, monumental examples of the builder’s art, the 
engineer’s skill, and ai'chitectiiral beauty without sacrificing 
utility, which is the principal object of construction. The 
diversity of materials required to provide the railway 
plant and equipment indicates the very wide range of 
industries affected and the railways’ contribution to industrial 
activity in general. 

POST-WAR REHABILITATION PROGRAM 

The cajiital program of Indian railways since 1924 has 
been one of the most important developments made possible 
by the new financial autonomy conferred on them under the 
Scjiaration Convention. The policy started in 1924-5 was 
pursued with great effect till 1932, when it liad to be abandoned 
on account of the severe financial stringency which followed 
the depression. The twelve years beginning with the year 
of the separation fall into two clearly defined periods : the 
first six years, 1924-30, a period of great prosiienty all round ; 
and the second, from 1930 onwards, during which was witnessed 
the gradual impact of the depression and the sudden reversal 
of the fortunes of the railways. From the standjioint of 
revenue 'and profits, the two periods represent a clear division 
of the years of surpluses and of deficits. But as regards the 
policy of capital expenditure and works programs, it is advisable 
to extend the earlier period down to the close of the financial 
year 1931-2. The momentum of six years could not be arrested 
abruptly, and the adjustment of the works programs to the 
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prcssui'o of tlopi'CSKum (iiiHiicp took tKMt’ly two yciU's td allow 
for the completion of the projects alre;u!_y started, lii dealing 
with the policy of ea[)ital t'Xpendil iii'e, the presc'til eha])t('r 
covers the jieriod of eight years fi'om 1024-5 to Ht31-2. 

The capital at (diarge of Indian railways at. the end 
of the financial year 1023-4 amounted to Its. 717'!)3 erores, 
and this figure rose to Its. S7()'34 erores on 31 March 1932. 
If private-owned railways are excluded, the Mtate-owned 
railways accounted for an mei'eas(> from I’s. 041 ’70 erores 
in 1924 to Rs. 78t)-79 erores in 1932. The ]irogrcss of 
expenditnro on capital account during this period is shown in 
Table 3. 

, TABLE 3 CAPITAL AT CHARftE OF THE INDIAN RAILWAYS 
AS ON 31 MARCH, DURING 1924-37 '■ 




{In erores of Ms ) 



Year 

State-owned 

railways 

All railways 

Year 

, State-owned 
railways 

.411 railways 

1024 

641 76 

717-93 

1931 

783-32 

809-81 

1925 

655-21 

733-37 

1932 

789-79 

876-34 

1026 

675 23 

754 32 

1933 

797 26 

881-91 

1027 

701 07 

788-67 

1934 

795-21 

884-41 

1928 

733 45 

822 86 

1935 

796 44 

885-47 

1920 

739 26 

831-39 

1936 

789 17 

879 57 

1930 

770-13 

856 75 

1037 

789 02 

880 13 


^ nailwny Board's Reports, Vol. II, foi- oiuli year. 

The actual expenditure incurred during this period was, 
therefore, Rs. 148’03 erores on State-owned railways and 
Rs. 158'41 erores on all railways. Not all this capital, how- 
ever, was spent on works. Part of the increase is to bo attri- 
buted to the liabilities on account of the purchase of railways 
in accordance with the policy of State acquisition of com- 
pany-managed lines. Expenditure under this head is essen- 
tially. in the nature of a' transfer of proprietorship and 
of the liability therefor. Quite different is the case of the 
expenditure of funds on improvement of existing lines and 
the construction of riew railways. Here one is faced with 
questions of financial and economic Justification. Attention 
in what folloyvs, therefore, is directed to that part of 'the 
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expenditure on capital account wliu-li falls within the scope 
of the second category. As the Htate-uwncd railways vo present 
90 per cent of the total capital on railway account, the polic'y 
followed in connexion with these railways alone is discussed 
in this chapter, except when there is reference to the contrary. 

Throe factors chiefly contributed to the prodigious ex- 
pansion in construction activity during the post-war decade. 
Firstly, the most urgent problem before the Indian railways 
after the war was one ol immediate rehabilitation. We have 
already seen, in the last chapter, how the Acworth Committee'* 
drew pointed attention to the dilapidated eondition of 
railway equipment. Secondly, there was the problem of 
enlarging the capacity of tlie railway plant. As the Hallway 
Finance Committee remarked, the incapacity of the railways 
to meet the needs of the country was not merely a question 
of buying more wagons and locomotives : the use of heavier 
types of engines and better wagons, in order to increase the 
capacity of the railways, implied that the lines must be doubled, 
bridges strengthened, yards remodelled and improvements 
carried out throughout the line.® Thirdly, the construction of 
new railways and extensions to existing railway systems, 
which could not be undertaken owing to war-time restric- 
tions and financial stringency, had to be considered. The 
programs prepared to carry out rehabilitation, extensions 
and construction received fresh impetus after the separation 
of finance in 1924. These three types of improvements and 
additions will he taken up in order. 

PBOQRAM REVENUE EXPENDITURE 

The importance and urgency of largo expenditure on open 
lines were stressed more than once by the railway committees 

ot * 

and the Indian railway authorities from 1921 onwards. The 
almost derelict condition in which the Indian railways emerged 
from the war was adversely commented upon by every one. 
who had to deal with them. To analyse and interpret the 

* Aoworth Committee Report, para OS, pp. 30-1. 

® Sailway Piname OammiHer Report, jJrtra H, 

6--XS14B 
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])olioi.cR that took .shape after 1921, jf i.s necesisary to start 
from 1920-L. 

In !9]9'20 a.n a.in()mit. of Iks. 14-Or) croiMv, was .spent on 
open linos iaolu(linf> rolling stock, in 1920-i Iht' total grant 
bnclgclod for was lls. 22^ crores, hiit aelually Its. 21 ‘9-! croro.s 
were spent. As (fovernnuiut iinances (leterKn-ated ahnormally 
in the siKiCoocling yoa.r, the Finance iVlnmbe'' was able to allot 
for a total cajntal expenditure of only Ms. 15 crores, a,s aga.in.st 
Ms. 22| crores in the piandous yiiar. Mi'. Malcolm (later Lord) 
Hailey, introducing libs bmlgct estimates for 1921-2, said; 

‘Indeed, wo have felt aoinc hesitation as to whether we eonld justly find 
even this figure, bat anytlnng less than this will so restrict tJio jirovision 
of necessary renewals, and of new' j'olliiig-sfcoi.k, as to I’caet very seriously 
upon the carrying eapaeity of onr laihvays I am fully asrare that ui 
many circles this provision will be reg.irdcd as inadecinate I reali/.e also 
that it would he a ponny-wiso and pound-foolish ]iohcy to hill the goose 
that lays for the taxpayer so many golden eggs NcvcrtJie]es.s, in the 
opinion of Government, great as arc the interests concorned in a pro- 
gressive railway policy, the interests of the country ns a whole are greater, 
and in the long run it will lie to the latter’s inti'rests, and, indeed, to those 
of the railways themselves, that wo .should fir.st clear the rvay hy putting 
our finances in such a position that they will in future bo able to bear the 
burden of larger capital expenditure in various directious of development, 
of wAioh railway development is no doubt the most imjiortunt 

But the further loag in exchange and, to a .smaller extent, 
additional provision for urgent works and stock and the local 
purchases of materials for revenue works raised the actual 
expenditure on capital account for 1921-2 by Rs. 8 croros to 
Rs. 22'96 crores. Of this the open Imo expenditure, including 
rolling-stock, amounted to Rs. 14-56 crore.s and the 1os.s by 
exchange to Rs. 6-98 crores. 


P; 23- fhe fluctuations of tlio Indian oxohange rorlnood 
the fhtferenoe between the grants to a much smaller figure. As a Itwao nroHortion of the 
expenditure was incurred m Bngiaud for the purohafe of materials,® exohanco did play 

unagmed, eapeoially at a time of mBta&hty iii the 
^ ioloign exch^go. During 1920-1 budget anUcipations were based on an avoraso rate of 
ovoi and consoquently the financiiig of a capital grant of £22^ millionB should have 
reqwrod a rupee oxpenditui'e of oriy Ks, 19 ororos. For 1031-2 an wwaaemte L M wls 
assumed and the capital program of £1.5 milUons required a mpee oxpenihtwe if onW 
Sore! ^'vveos the dkroncf Is 
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The financial year 1922-3 was important for Indian rail- 
ways. Even while ■ the Acworth Committee’s devastating 
criticisms of the demoralising effect of Government’s financial 
policy on the progress of improvements and extensions to the 
railways were still fresh in the puhlic mind, the Finance Member 
had had to confess that the imperative needs of State finance 
curtailed the provision of funds available for railway rehabi- 
litation. This fact must have bulked large in the jninds of 
the Railway Finance Committee of the Central Legislature 
who dealt with this problem in their report. 

The Railway Finance Committee considered The case for 
the provision of larger capital funds foi- the immediate rehabi- 
litation and betterment of existing lines amply proved.’ As 
it was uneconomical to refuse funds to the j-ailway admini- 
strations to complete works then under construction, the 
committee stated that these requirements must, in their opinion, 
take precedence of any demands for the construction of new 
lines. Impressed with the necessity for allowing railway 
administrations to proceed with operations of improvement 
and betterment on a fixed program, they declared : ‘Indeed, 
we go so far as to say that a guaranteed progi-am extending 
over a course of yeai’s is almost' as important as the provision 
of larger funds.’ The idea of a ton-year program was rejected 
on the ground that from neither the financial nor the admini- 
strative point of view was it practicable to look so fai" ahead. 
Instead, a five-year program was recommended, the provision 
for each quinquennium being considered about two years 
before the termination of the existing period. ‘The maintenance 
of such a program,’ the committee concluded, ‘necessarily 
implies that there should be no lapse of money voted for any 
one year, hut not spent within that year ; such sums should 
be carried on to the credit of the railway administration up to 
the limit of the total amount fixed for that quinc[uennium.’’ 

As regards the extent of the program, the committee kept • 
two considerations in mind : first, th^j actual needs of the 


’ Railway fftnanafi Committee Report, purd, 10. 
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upon linort Ibr fcli.il/ilitatioii and impi'<n rttU'id ; and .staajud, 
'tlui (•uiuniiimciilrt ul ( Jovcrnnuait in n‘i;ard to o(-tuM' c.ipiiial 
liabilities and Miii proiiable ea-pacily of the money markobs 
to KUjiply the uoee,Hs.iiy loan liinds.’ As reyards the miiunuun 
roquh-enionls ol upon hues diiriue the ne-\l live years, they 
aecejiied tdie liatlway I^oard's eKtnnates,*^ which were as 
follows ; 

(Ks in Cl oil's) 



W.igoiihi 

4S' 

G) 

Ooacliitii; wtuclc 

is' 


Eiigiiiea 

:!o 

(‘b 

iSti-cuj^t.lic'iiing liuck ami hncIgcK 

10 

(6) 

Doubling linen 

12 > 

(t) 

Yard and Ktiitioii fai-dities 

20 “ 

(7) 

Woi'ksliops 

10 


1'OTAL 

i ^ 

! 


The Government undertook tliat ‘the program was to be striet- 
iy adhered to subject to the understanding that a war or other 
unforeseen contingency radically disturbing the money market 
might render it necessary to curtail the operations of an}'- 
one year.’*’ The entire amount was to be devoted to ilic 
rehabilitation and improvement of existing lines, special 
stress being laid on the impi'ovomont of the conditions of 
travel of third class passengers and to the com[jletion of linos 
already in hand. There was, further, to be no la])so of money 
voted for any one year but not spent within that year, and 
such sums were agreed to bo cai-ried to the credit of the railway 
administrations from year to year to the end of the quin- 
quennium. 

The acceptance of the principle of leaving the railways 
to work up to a five-year program with the provision of adoquaio 
funds made a great change in the situation. yVo may now 
proceed to examine how the new policy worked in the last 
two pre-separation years, 1922-3 and 1923-4. 

According to the new program, a grant of Rs. 30 crores 
was made in the budget for 1922-3, consisting of Its. 18'76 

1 Sailway Fhmwa ComniMtee Seport, para 11. 

“ Budyet Jof 19S3-i, p lil. 
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croves foT open line works and Rs. 2-Oi crorca for completion 
of lines under construction, the balance of Rs. 9'23 crores 
being the estimated amount required for exchange adjust- 
ments. Owing to the delay in the delivery of materials and, 
to a smaller extent, to the fall in prices, expenditure- fell 
short of the allotment by Rs. 8‘64 crores, which .was carried 
to the next year. The allotment for 1923-4 was also Rs. 30 
crores and to this was added the unutilized balance of the 
previous year, thus making up a total of Rs. 38-04 crores. 
Of this amount Rs. 26‘33 crores were allocated to the open 
lines, Rs. 2-80 crores to lines under construction, and Rs. 9-50 
crores to exchange adjustments. The actual expenditure as 
compai'ed with the budget estimates stood as follows : 




{In crores of Rs.) 





1922-3 

1923-4 

1924-5 


Budget 

Accounts 

Budget 

Accouirts 

Budget 

Accounts 

(1) C)i)on liiioa 
(-2) Lines under 

18'76 

11 18 

26-34 

17 30 

1998 

10 07 

construction ; 

Of previous years 

2 01 

2 01 

2-80 

1-79 

2 31 

2 73 

Of current year 

. . 

0 05 

. . 

4 47 

2 70 

0 60 

(3) Exchange 

9-23 

6-20 

9-60 

1-70 

6 01 


Total . . 

30'00 

18 44 

38-64 - 

20-80-^ 

30-00 

13 -dot 


* This flguro IS net nftov allowing for snsponse, Ks. 330 laklis 
(• Soni'oo : Biulgcla for 1(122-3 to 1325-26. Incluclos on account of exohango Rs. 233 
Inklita and allows for suspense account of Bs. 65!) lakhs. 

It is clear from the figures of actual expenditure that the 
budget anticipations were far more optimistic as to spending 
money than the capacity of railways in fact proved. During 
the two years 1922-4,^® after the adoption of the program of 
Rs. 160 crores, an allotment of Rs. 60 crores was made, out 
of which the railways could spend only just under tMm-thirds, 
namely, Rs. 39'24 crores. If we include the figures for 
1924-6 also in this calculation, the railway administrations 
could, against a total grant of Rs. 90 crores, spend only 
a little over one-half, namely, Rs. 62-70 crores. Looking back 

« 

“ Tlio reference is to the financial years l!)22-3 and 1923-4. Unless otherwise stated 
or implied in Iho context, simdar expressions of dates in the following pages should be 
understood to refer to the financial years. 
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now to a period Hojiavatod hy more tliaii tAvciity yoai'B, 
ojic iniglit \vo!l envy tlic lot of those wliost' faulti appeared 
to be an incajjaeiiiy lo spend the allotled gi'iint lo th(' full. 
Indeed, tihe Railway Board were almost apologetic in their 
explanations rega.i'ding the dilatoriness ni sjjonding the funds 
and carrying out the prograins, d’hanks to a eonsfn'vativc 
accounting syslein, the danger of ill-advised expenditure, 
however heartily supported by ]jublie o])inion at the time, 
was avoided. A brief refcronco to the progi’am revenue 
expeiiditnre of Ra. 150 crores may be made before dealing with 
later developments. 

There was some confusion of thought as regards tlio ex- 
penditure of the Rs. 150 crores of new capital. As the Inchcape 
Committee pointed out, The provision of Rs. 150 eroros to bo 
spent in five years on the rehabilitation of the railways does 
not assist matters. This money can he utilized only for new 
works or to jiay the cost of improvements carried out in con- 
nexion with renewals, which represents only a small portion 
of the total cost of such renewals. It cannot bo expended 
on repairs or for overtaking arrears of renewals, the cost of 
which is borne entirely by the working expenses. In other 
words, one has, in a reiiabilitation program, to consider not 
only the capita] program, but the revenue program as well. 
These are interdependent, and a gxiarantee of capital funds 
such as the Assembly had given is in itself insufficient without 
a corresponding guarantee that funds for the concurrent 
revenue expondituj'e are also forthcoming. The true implica- 
tions of the program revenue expenditure of Rs. 150 crores 
were not at fii’st fully realized. Such a program was in reality 
one for spending a total sum, not of Rs. 160 crores, bnt of 
Rs. 212 crores on the rehabilitation of the railways, the addi- 
tional Rs. 62 crores being the revenue portion of the program.^® 
Tor example, when renewals are to take place with heavier 
rails or the existing locomotives are being replaced by a more 
powerful type to meet th|> requirements of traffic, that portion 

Inchcape OommiUee Report, paro 6, p. 02. 

Budget Jor jgZi-o, para 3, p. 127. 
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of expenditure which repj-esents the cost of mere replacement 
or renewal on existing standards must be met from current 
revenues. There is, therefore, a very close relation between 
capital and revenue expenditure on projects of reliabilitation 
and improvement. The ratio of revenue to capital expendi- 
ture on each pi'oject naturally varies, but for purposes of 
the Rs. 160 croros program it was estimated to have been 
approximately 2:5. On this reasoning, taking the budget 
grant for 1923-4, amounting to Rs. 38‘64 crorcs on capital 
account, an additional grant of Rs. 15 croros on revenue account 
would have been required. But the reduction at the instance 
of the Inchcape Committee of the revenue (program) expendi- 
ture to Rs. 9 crores, automatically limited the capital funds 
to Rs. 23 crores, an amount which alone could be economically 
spent on open line works. 

The failurfe to utilize the full grant in 1923-4 was explained 
on the ground that there was insufficient time to frame the 
programs and estimates. The fact that the' railways could 
not utilise more than half the capital grant for 1923-4 gave 
rise to an enquiry into the causes when the Public Accounts 
Committee of the Central Legislature discussed the appro- 
priation accounts for that year. In their report ilie committee 
stated : 

‘The large saving under tlie grant for the railways was undoubtedly 
duo to the fact that the original estimates of expenditure were too high 
The Financial Commissioner of Railways, whom we examined on this point, 
explained to us that tho real reasons for the enormous lap.se both under 
the capital grant and the grant for lovenuc expenditure in connexion with 
railway construction was due to the fact that under the old system the 
railway authorities ' were never certain of the amount of money they were 
going to got ‘and consequently could never make proper arrangements for 
spenduig. They naturally made arrangements for iirocecding with works 
that they had started or wore starting durmg the course of the year under 
any contingency that might arise, so that each railw'ay asked for the 
maximum amount that they could spend, and the result was that, taken. 
aU together, the estimates proved to be too high and that every year 
there was a considerable lapse. Mi'. Sim (Financial Commis-sioner, 
Railways) explained that during the current year (1924-6) he 
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lucl oiil d(A\ii the total .uiunmt ol (he ^raiit Us hi! crores, 

\Ahich the rinlwayt^ 'ii the ae^iejrate hoped (o spend lo Its Je i ron's, 
an he oxpeeted that that was the Ihiiit. of then lapaiaty lor spendintJ. We 
do not desire to HnixsJtest .iiiv arlntiarv limits should he fixed whieh would 
tend to curtail capital expenditme on railways, so lone as mxpendituie 
is I'cnuinerative, hid. in view of the lame lapsi's in i'ii]Htal yianls in Ihis and 
the precodinp, years, we think that eonsuleration shonld he pnoji to pos.sible 
improveinentn in esl.iniatine ’*■' 


Mr. Sim t.okl tho commiiU'o. that th(' A,o('i\ts“ wori' infurmod 
that they might, if they could, Hpoiicl ii|) to fiicir rcijuivoments 
on the inKleratanding tliat if tho total amount of exjicmUture 
was likely to be exceeded, ho, as financial (Commissioner, would 
ask the Legislative Assembly to vote an additional grant. 

The cxpoTionce of the two pi’t'- separation yinars dehnitely 
proved that railway administrations were ill prepared either 
with programs or with adequate machinery to make ell'ective use 
of the funds provided. Tho constitution of ])roper admini- 
strative machinery takes time, and it was only within another 
two or throe years that the railways developed i-ho necessary 
organization of technical advisors and deiiartmonts to imple- 
ment schemes of bottei’inent and new construction. The 
Chief and tho Financial Commissioners themselves stated ; 


‘The inauguration on a large scale of a schomo for rehabilitation and 
improvement neceasarily finds railway administrations without the detailed 
estimates of projects without which, and an allotment of funds, woik cannot 
he started , and in the absence of any certainty as to budget provision 
for program revenue as well as capital, the preparation of such estimates 
cannot profitably ho undertaken, nor can satisfactory arrangements be 
made for any scheme, tho expenditure on which will be spread over a series 
of years. Consequently a good deal loss than half the program in tho 
current year’s budget was for sanctioned works ; for the remainder no esti- 
mates were ready. It is partly owing to this difficulty that tho sums pro- 
vided in the budgets of recent years, both for capital and program revenue, 
have always been underspent The aim is in future to make the budget 
provision largely an estimate of the amount likely to be spent on sanctioned 
works included in the program, rather than, as at present, the budget 

1“ Puhlto AccounU OotnmiCiee Oieport 1923-4, Vol I p S 

oompany-managod railways used to 

w Pnhhii Aecoimts Committee Report 1923-4, Vol, I, p, 02, 
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vision itself restricting or determining the amount for which estimates 
may be prepared. 

This was not the only cause. The railway administrations 
had to revise and overhaul the whole rehabilitation program 
in accordance with the recommendations of the Inchcape 
Committee. The revision resulted in considerable alterations 
of the preliminary allocation of the Rs. 150 crores between 
the different railways. It was stated ; 

‘On each railway system an attempt has been made to determine the 
total amount of additional capital that can profitably be expended, having 
regard to the probable increase in traffic and net earnings Under this 
■system proposals for additional facilities have now to be jirstified by rea.soii- 
able expectations of increased traffic. Where exusting facilities appear 
adequate for dealing with the traffic likely to be forthcoming during the period 
covered by the progiam, expenditure is now restricted to works required 
to maintain the safety of the line, to works which will have the effect of 
reducing working expenses, and to works for the greater convenience 
and comfort of passengers, paidiculaiiy of the third class, on which the 
Assembly has decided that expenditure is desirable. 

Further, the Railway Board have now adopted de&iite standards by 
which proposals for an increase in rolling-stock have to be judged and 
before accepting them require to be satisfied that the full amount of work 
is being taken from the existing stock Similarly, defimte .standards of 
normal life have been laid down for the various classes of railway stock 
and equipment and proposals for renewals have now to bo justified ivith 
reference to the age of the stock or equipment and to the possibility of 
retaining it economically in use beyond the period of its normal life. But 
the revision of the program in accordance with these arrangements has 
necessarily occupied a good deal of time, and though they should gradu- 
ally speed up the work of rehabilitation and secure that money allotted 
will bo spent both fully and economically, they have inevitably retarded 
progress in the year which has been devoted to thoir inception. ’i'’’ 

With, the commencement of the period of financial auto- 
nomy for- the railways in 1924-5, distinct changes appeared 
in the policy followed in regard to capital expenditure. Up 
to this date new capital was mainly intended lor open line 
expenditure. New construction was mentioned only as of 

Budget, for 192d-S, para 6, pp. I2S-D. 
u Ibkl., para 4, p. 128, 

7— 1514B 
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fsccoiulavy itn]K)iiniU‘i' juicl lunds wci’c graiil<‘(| only I'or ihe 
(xmijdoiion of the Hiich alivacly uiuicr const riu'i ion. Fi'oin 
1024 to the. eo]nn\eiK'cnu'.jit. of the depi'c'swioii, construction 
()1 uuw tines fortiu'd an ini[)o!laiit I'ealiiri! of railway [irogi-ams. 
We shall now lake up, iirstly, the [irogress of opiai line works 
autl secondly, now eonsfvuetion. 

CAPITAL LXPKN niTUUK AFTLK SEPAR.vrJON 

The capital outlay each year ou open lino works and now 
constraction on State-owned railn-ays diirniy 11)24-32 is set 
out in Table 4. Tor purposes oi eoinparisoii, the, figures for 
the pre-war year, 191 3-4, and those for 1919-24 have also 
been included. During tbc eight years, 1924-32, lls. ]b7'79 
crores were added to the capital at charge of the State- 
owned railways. Out of this ainount, Ds. 122'89 crores 
were spent on open lino works and Rs. 44 '90 crores on new 
railways. The proportion of exjicndituro on open lines was 
about 73 per cent of the total now cajiital spent during tliese 
years. The rate of exjionditnre on open lines in each year was 
neither steady _ nor w'ell maintained. In 1924-.'5 itself there 

TABLE 4. CAPITAL OUTLAY ON OPEN LINES AND 
NEW CONSTBUCTION'= 

(Statk- Owx ED Railways ) 

{In crores of Bs.) 


Year 

Open Liao works 

Now Construction 

Total 

1913-4 

16-61 

1-86 

18-47 

1919-20 

13-84 

0-21 

14 05 

1920-1 

26-06 

1-02 

26-08 

1921-2 

21-22 

2 11 

23-33 

1922-3 

16-29 

2-74 

1903 

1923-4 

17-20 

2 61 

19 71 

1924-6 

11-08 

2 39 

13-47 

1926-6 

15-24 

4 01 

19 25 

1926-7 

20-87 

0 27 

27 14 

1927-8 

22-68 

9 86 

32 44 

1928-9 

167 46 

8-96 

26-41 

1929-30 

23 67 

6-61 

30-18 

1930-1 

9-10 

4-n 

13-2] 

1931-2 

3-90 

2-79 

6-69 

Total 1924-32 

122-89 

44-90 

167-79 


* Raihimy Board' a Reports, Vol, I, for each yea?. 
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was a large drop in the money spent as compared to the previous 
year, and tlie outlay amounted to only Rs. 11 '08 crores. A 
gradual increase took place dnrijig the next three years, 1925-8, 
the expenditure touching Its. 22'58 crores in 1927-8. There 
was in the following year a decrease to Rs. 16'45 crores and 
an increase in 1929-30 to Rs. 23‘67 crores. The next two 
years reflected the efpocts of the ci'isis and the expenditure 
was consequently curtailed. 

The total works expenditure on open lines was, in fact, 
more than that indicated by the figures pertaining to 
capital outlay. Tn examining the works programs, not only 
the capital grants, but the j’evenue expenditure as well, have, 
as stated earlier, to be kept in miiid. Capital expenditure 
was ineurj'ed only on improvements over the existing standards. 
Thus, if a section of railway line was laid with 80 lb. rails 
and was, according to the program, to be relaid with 100 lb. 
rails, the procedure would be to charge to capital not the 
entire value of the 100 lb. rails, but only the proportionate 
cost of the additional 20 lb. rail, the balance of the cost of the 
remaining SO lb. being met from current revenues or, what 
amounts to the same thing, charged off to current ex])endi- 
ture. With the inception of the depreciation fund in 1924,^^^ 
the procedure has become more regular, as the cost of 
renewals and replacements is drawn from that fund. The 
program of improvements and betterments prepared involved 
renewals and replacements on a large scale, the cost of which 
was chargeable to current expenditure or the depreciation 
fund from that year onwards. The actual expenditure incurred 
in connexion with the works program.s, therefore, can be 

Mr. (lator Sir) P. B. Kau, Einanoial Oommi.'isiojiei, Public Aopounts 

Committee in 1929 that the Railway Board was ‘not so vory careful about tho piocodenoo 
of renowals over additions before. Tho quostion was nioro one of funds. I undorstand 
. . . that the Railway Board every time coiibidorod wliothor it was inoro expedient to 
charge a particular item of rollmg-stook as an addition or as a renewal It all dopon'da 
on whether they had a larger grant for the progiam rovoiuio or for capital. They wore 
anxious that tho traffic should be oaruod and that the woikshops Uionld bo kept fully 
oooupiod. That was tho old arrongeraarit,, but after separation, wliou wo got a dapra- 
oiatinn fund which provides for all renewals, wo can insist that ovory item of rolling-stock 
which has boon sorappod and condomnod as unfit for'iiao alionld first bo roplaood, and . 
it is only after every siioh item has boon replaced that additions should bo sanctioned.’ 
PuUio Accounts Ooiwmttee Pepayt 1927-8, Vol TT--Evidon™, p. 273 Soo also tho oliaptor 
on Depreoiation iii/'ra. 
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disCTisricd only b3'- inciiiding Ihc 

co.si of I'l'iamals 

and r('plaeo- 

mont.4. Tlio total cost on this 

aci'ouiit ;nuouiil(' 

(1 during the 

jieriod of eight 

_vears, 1924-32, lo 

I!.s. 75-29 

croi'i's 

Tlic annual 

appi'ojn'iations 

from tli(( (Icprociatiou fund 

as conipari'd with 

the capital onfla}'' dnihig the j 

KM'iod ai‘c 

gi\ ('ll 

in 'fahtc 5. 

1’ABLE 

5 WOUK.S KXl’^lNDlTL'UI'l PCUINO 

l92-t-:',2'" 


(fn Ci'div^ 




Year Capital expcndiluic 

1 loprccuiiion 

iuiid 

4’cital 

1924-5 

11 08 

7 29 


18 37 

1925-G 

15 2+ 

7-98 


23 22 

1926-7 

20 87 

8 05 


28 92 

1927-8 

22 .5,8 

10 95 


33 53 

1928-9 

16 45 

9 ()0 


29 05 

1929-30 

23'()7 

ll-7(i 


35 i:', 

1930-1 

9-10 

1 1 --40 


20 50 

1931-2 

3-90 

8 2« 


12'16 

Total 

322-89 

75 29 


198 18 


Taking the approiwiations from the dein’ooiation fund into 
account and excluding tlia cost of certain lines ]Jur{'hasod, 
amounting to "Rs. 1G'19 erores, Rs. 183 crores in all .were spent 
on open line works and improvements. 


OFEN LINE EXPEN DTTTJEE ON STATIONARY EQUIPMENT 


We may now consider the physical assets added to the 
Indian railways as a result of the works expenditure incurred 
during the post-separation years. Open line expenditure falls 
into two classes : that incurred on stationary equijrment 
and that on mobile equipment. Tire stationary equipment 
consists of the road-bed, stations, signals, bridges, etc., and 
the mobile equipment represents the locomotives, coaching 
vehicles, goods wagons, etc. It should be stated that improve- 
ments in stationary and mobile equipment are very closely 


Oompilod from Hmlivay Board^s BaportStYol, 3. Tho figures inclvtdo Uio coni of 
oertmn railways, namely, the Dolhi-Ambala-Kalka Railway in 102(1-7, Ra. 4,03,51,000 ; 
the Biirmn ivnd Mirpur Khas Jhndo Railways in 1928-9, Rs. .3,09,31,000 and Rs 11,48,000, 
•respectively; and the Southern, Punjab Railway in 1929-30, Rs 7,04,65,000. The" 

10-18,86,000, and If we deduot this figure from 
the total fi.,uie given m the tahte, wo have the actual expenditure on capital account 

4 Expenditure from llj depreciation 

eaSh year ^ appropriation aeocunts under Demand No. 10, Railway Budget for 
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interconnected. The introduction of heavier locomotives, 
lai’ger capacity wagons and higher speeds nccessitaiie corre- 
sponding improvements in the permanent-way and station 
facilities, such as the use of heavier i-ads, strongthenmg of 
bridges, improvement of yards, enlargement of vwirkshops, 
etc. Thti jirogram of open line works has, tlierefbre, to be 
sufficiently comprehensive. 

Taking stationary equipment first, the expenditure 
incurred from year to year on the different classes of works 
compared to the total stood as shown in Table 6. The open 
line expenditure on stationary equipment amountod to 
Rs. 4‘66 crores, or 42 per cent of the total outlay in 1924-6. 
From this proportion there was a rapid increase to 80 per cent 
ill 1926-7. During the succeeding three years, that is up 

TABLE 0, OPEN LINE CAPITAL EXPENDITURE ON STATE-OWNED 

RAILWAYS'- 


Year 

Worlts and stores Perceuiage of total 

Percentage relation 


(Ra 111 crores) 

annual outlay 

to 1924-5 

1913-4 

0-30 

56 

200 

1919-20 

9-28 

67 

109 

1920-1 

14 93 

60 

320 

1921-2 

11 20 

48 

240 

1922-3 

(3'77 

42 

145 

1923-4 

7 69 

45 

165 

1924-5 

4-66 

42 

100 

1925-6 

9 44 

02 

202 

1926-7 

16 74 

' - 80 

359 

1927-8 

17-21 

76 

369 

1928-9 

12 47 

76 

268 

1929-30 

18-12 

77 

389 

1930-1 

5-29 

58 

113 

1931-2 

1 74 

45 

37 

* Compiled from tlio 

Railway Board’s Report, Vol. 

I, ol each year. 


to the end of 1929-30, the proportion was about 76 per 
cent. It came down during the next two years to 45 per 
cent. Apart from the relative importance of open line 
works as indicated by the percentages quoted, there was 
a substantial increase in the^ expenditure incurred from year 
to year. Taking the year 1924-5 as the base and expressing 
the expenditure during succeeding years as percentages of 



f)!- C-WITAI. Dri’llKK HUHlN'i! 'I'lll'l f’liS’l'-W VK 

tho fif'Lii’*' for LhaL yt'ar. ib is f'oiiiK] dial ilic <i |)|iroi»rifitinnH 
doubled ill li)25-() iiikI almosl ( jiiadniplci! diifin>i Mk; iKi.vfc 
four yt'urs. 1'hu rapid decreasi' wilJi fix' Ik'hiuiuiio of ibo 
deprossiuu br()u,glit t.lu' oxpiuulit ui’(' down f^o ‘.VI pei“ (■(nit during 
1931-2. In the aggrei'a.bi, out of a total .iniouiit ol !ls i22’S!) 
crores, RjR. 85-()7 c.rorc.s or 70 (ler (oiif were speni^ on open lino 
iniprovoiuoats. 3diose llgitros relnl.e only t'O tiu' capital fiindsi 
oxjiendcd, and with the addition of tlio coairilnitions From 
the dejirociation fund the total Aorks oxpeiidifure was Amry 
much more. 

The classes of Avorlcs undertaken in connexion with the 
pj'ograms of rehabilitation and iinprovoinent wore multi larious. 
It is impiossible to deal ade(]uatnly with tho Tnuititiulc of 
major and minor schemes ca.rr]ed out, but some idea of tlieir 
magnitude and character may be gathered from a brief survey 
of certain representative pirojects. Open line projects may 
be classified under ten heads, namely, 

(() Doubhnti and ([uadrupling 
{it) Improvement of railn and elocpci'H 
(til) ytrengtheniiig of bridges 

(«’) iiemodellmg of station yards and station ra(>ilitu'.s 
(r) Construction of stalf cpiarters 
[vt) Workshops and stores and station buildings 
(till) Plant and machinery 
{viii) Electrification of lines 
{tz) Sidings, links and diversions 
(*) Other miscellaneous works 

We may now proceed to revieAV the works program under the 
more important heads. 

{i) DOUBLING AND QUADRUPLING 

'' It may be recalled that the most urgent problem in the 
early twenties was the rehabilitation and improvement of 
capacity. In accordance with the programs prepared, impor- 
taut schemes were taken up on the different railways to 
increase the capacity of the lines to handle additional 
traffic by doubling and quadrupling tho track. The total 
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length ol tlvo additional track laid during the period 1924-32 
was 227 miles on the hi’oad gauge and 1 10 miles on the metre 
gange.^® 

(^^) [MPROTUMENI' OP RAILS AND SI, REFERS, AND STRENGTHENING 

OF BRIDGES 

With the object of enabling the j'ailways, more jiartieiilarly 
the main lines, 1o cairy additional tra.ffie with efficiency and 
economy by utilizing heavier locomotives to carry increased 
train loads, programs of strengthening and im^iroving track- 
work and bridges were co-ordinated so as to eliminate the 
sections of light track and weak girders on the mam lines. 
Relaying and sleeper renewals were carried out on many 
sections of the railways. 

Closely connected with the improvements in the permanent 
way was the program of strengthening the bridges. In 1924-5, 
the rebuilding of dhe Bassein Bridge was provided for at a 
cost of Rs. 14 lakhs. Allotments were made in 1926-7 for 


On thn Stato-ownad railwnv'i tho ndcUfciomvl tinoks comparod as follows : 

:!1 March 11)24 .31 March 1932 

Broad gauge , . 3,0fl8 miles 3,36i) milo.s 

Metro gauge . 139 „ 249 ., 

Extensive works were undertaken on most of the railwny.s On the Bengal Nagpur, 
tlie Anara-Kandra, Sini-Goilkera, Mohuda-Bhojiulih-Qowai, Khargpiii -Cossyo, Chakra- 
dharpur-GoOkora-Manharpur-Koil Block Hut, Bermo-Moliuda, Talaiiagar-Khargpur, 
Manharpur-Kansbalial, Somliaria-Smi-Kandui-Sini, Koikni Bndgo-Tiitanagnr, and 
Roopnaram Budge sections were doubled On Iho Bombay Raioda & Contial India, 
the quadrupling of tho Grant Hoad-Bonvli was taken up at a cost of about a oroio oi 
I'upoos The Burma Railways doubled tho Pymitaya-Kyungou-Myohla sections. With 
a view to dealing With the coal tratfio moving to the north, tlie East Indian doubled tho 
Moghiilserai-Gaya section of tho Grand Chord ; tho otliei schemes were the cunstruotion 
of a second track on the Sono Bridge and the doubling of tho Imo hotwoeii Cawnporo and 
Tundla. On the Eastern Boiigal, tho iHhurth-Gopalxiur lino was doublod and on the 
South Indian the Madras-Tambarain section. The Mailras Suburban Irapioi-oments 
Projeot contained a nimihor of doubling schomo.s. On the Norlh-'MTi',toni Railway addi- 
tional track.s worn oonstructed on tho .sections Doona-Cliak Purana, Dina-Domoli '.and 
Mandra-Giijar Khan. Tho oloctrifleation program m Boinliay included tho provision of 
additional tracks, the last item being tlio lino between Kurla and Rash 

OF tho many linos on which relaying was carried out, mention may bu made of tho 
Viram sootion, Niigda-Muti.ra, Godin a-Rutlain-Nagda, Virar-Baroda. Delhi- Bandikui- 
Sabiirmati Rnd Rowan -Bluitinda seel ions on the Bombay Baroda & Contra! India ; on 
tho Groat Indian Poninsula, similar improvements were carried out on the Khundwa- 
Itaisi, Jubhulporo- Allahabad, Poona-Itarsi-Slmlapur. Bomhay-Agra and Bhusaval- 
Nagpur .sections. Tho Howrali-Khargimr and Biirang-Waltair sections woio relaid on 
the Bengal Nagpur and tho Paibatipur-Siliguri on tho Eastocn Bengal Othor instances 
of rolaymg dono during tho post-.s 0 paratiou yoars wore tho Tundla-Etawah, Dinapore 
Division, Con]flGld.s Aron, Jhajlia-Moghulsorai and tho Howrah-Dohra Railway on tho 
East Inti inn , betwaon Huhh and Ca.sUo Rock on Ul^ Madras & Southern Mahratta ; 
Dolhi-Bhatiiida and Delhi-Ambala-Kalka on tho North-WoHtorn 

A sleeper renewal program was propoised nt> 1931 at a cost of about Ra. 36 lakhs on 
oortain .sections of the North-Wostorn Railway to tho extent of 7,900 mile.s. 
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the ^egird(^riug of tli(! AUaluih.ul. -Juimia, mid Upper tSono 
Bridges oa the E.I. ; and the Slier aad Sukkiu' Bridges oii 
the G.T.P. Other bridges i.akeii up diiriug siietH'oding years 
were the Attoek and Kntri (i\kW.); Buojmaraiii (B.N.); 
Nerbiidda, Sind <and Ohainhal (ti.l.P.)? Ajmer, Sahannati 
and Butlain (B.B.&U.l.) Ba.rak.ii' and DidTerm (EJ.); Gorai 
(E.B.) ; Delhi-.l uinna (N.W.) - Sagaing (Biinua); aiul inuior 
bridges on the Sutlej. 

(in) REMOniiLramt ok .station VAUDS VNO TllAin'TO l''AtlJLITIBS 

Tlie .station yards had to ho brought inlo line with iinjirove- 
ment.H in other directions, and large sains were allotted for 
the purpose. Their im]>oi'tance was brought home' to the 
railway authorities during the pro-separation years. A 
systeraatio iniprovement of the yards seeures acceleration 
of goods traffic and a quicker turn-round of wagons and loco- 
motives, with the result that loss money will be required for 
the .supply of those claisses of .stock, and a better .service may 
be given to the public at a lower cost. Sincse 1924, the 
remodelling and I'earrairgement of the marslialling yards — 
which were long overdue and were most urgent reqnirement.s 
for better service and fewer dela,ya in transit — were under- 
taken. The projects staidocl included minor aiterations in 
the smaller stations as well as most elahoi'ate and expensive 
construction on the great terminal stations. It is impossible 
to deal adequately with even tlio more important of the schemes. 
The list of the works costing Rs. 20 lakhs or more will be found 
in the appendices.®® The character of the improvements 
under this head can best be indicated by referring to one or 
two schemes. 

The remodelling of Victoria Terminus, Bombay, was one 
©f the most expensive and elaborate schemes of the period. 
Traffic to and from Victoria Terminus had increased from 
36,776 trains in 1911 to 54,229 trains in 1922. The trains 
per diem had increased by 48 per cent, and the tickets isssued 

Soe Appendix B. 
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and collecicd In about S5 jX'i' ('('ul In addition to tins, 
niouihly’ tiekotdioldors alone had uuToasofb by !)() pei' cent. 
Be, sides this subin'han tTaClie, ihere was tiu* additional traltic 
from the Hiu'bonr Branch. There, was in prospeid a eon- 
,sicleia))le augnientation of traffic a,s a result oi I he aetivitie.s 
of the Develo]nnent Board from the new industrial art'as. 
Meanwhile the (deetrifieaiicnt of the main lines was under wav, 
and to derive the fullest advantage the terminal facilities 
had to be increased to keep pace with the pre.seiit. and jiros- 
pective demand. The sehenie provided for .sixteen plal forms, of 
which four were allocated to suburban traffic, nine to lono 
distatice, express and passenger traffic, and three to combined 
parcels trains. The original projio.sals also eontenijilated 
facilities for the Bombay, Baroda & Central India Kailway 
as well, but tins paii of the scheme wa.s rejected. 'Phe imprmm- 
ments provided for ’.sidings, aiTangcments for overflow .stock, 
sidings for repair, waishing, etc.-'^ Apart bom these traffic 
facilities, the terminal a.s reconstructed was considered lo 
rival tho.se ranked among tlie Ix'st in th(' world. 


A project different in clnuacter hut almo,s1 (M(ual in mag- 
nitude Avas that of the (hwipiore remodelling. In j()2() the 
(lawnpore Area consisted of a number of indepeinknl yards 
of sc'veral railways, uamc'ly, the B.]., G.I.P., B.B.&('.I, and 
B.&N.W., whudi HOiked into that area. The tralf ic laei- 
litics provided involved much overlapping, diiplieation, and 
delays, with unneee.ssary ineonveuience to the jiublie. ft 
was proved on investigation thitt the cost of working could 
be very much redficed and .services eunsidorabiy improved 
by the eonstriiction of a central sorting and manshalhiig yard, 
with tT'an.sliip])ing and repacking .sheds and a central ]ias.senoej' 
.station where all passengers entering and leaving Gawnpore 
could be dealt with, and where 'an improved central parcels 
.service could be inaugurated witli the aid of motor transport. 

Proem! myi of flit Nfunihtit/ Flnunre (Ummillee'foi llailutuis. Vol It, Xo. 3, 
pp. 1-4. ^ 
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j\. totiti .uinual .siU'iii.ii ot iJs S laklia w ,iA aiil icipah'd iVoin the 
rcoi ociiii/A'd , system. 

(//’} W OKK.SIIOP.S, ST(.)ItKS \Nn STATION HIMLDINCS 

d’lie iiKTcase m t.lie iiumlHT ol I’dllm^-stoek |■l‘(|U]i(‘(l to 
luindle th(' addilum.d tvaClie had oid yi ow ii the capaeit v ni' 
the woT'ksliops. d’lie position as to the iiiadca piacy of the 
workshop faeilitu's was sliowo In tla' hi^h piaecMitaye of rollitiL;- 
skak under, pi' aw'iuhiig, tepairs. \ppr('\miate!y oiie-iitth of 
the stock was 'Tipjded heeause rc'pairs were oxerdiie on most 
of tile lailways. Ever_\ rednetion in the si(>ek reniainint.^ idle 
for this reason would imply a fui'tha'r sto]) taken tinvards a 
better and more intensive utilization ot velueular equij)- 
ment. ddie adoption of ]»rotj;re.ssive workshop praetiee and 
improved machinery could enable wiwk to be sjieeded up, 
and <'Ostw to he reduced. When the time during which rolling- 
stock is tinder rejiair is reduced, the cost of repair itself is 
lowered and the arrears can be overtaken. The program of 
rnodernizing worksho]is wms thus an important part of the 
open line works program. In lt)’2r)-6 the railway worksliops at 
Oharhagh (Oudh &■ Rohilknncl, now E.!.), il’rjchinopoly (S.I.), 
Dohad (.B.B.&C.l.), and Berambur (M.&S.IVl.) were taken In 
hand for reniodelJing. In the following year the reorganization 
of the E.B. workshop at Kanchrapara and the G.l.P. shops 
at Jhansi was started. That year. 1926-7, also witnessed 
the appointment of a eonimittee presided over by fSir Vincent 
Raven of the London & North-Eastern Railway to enquire 
into the jiossihilities of the reorganization of the workshops 
of state-managed railw'ays and their improvement on 
co-ordinated linos. The results of the investigation wmre 
reported to have proved the necessity, at any rate for some 
years to follow, for heavy expenditure on workshops in“ general. 
In 1928-9 the Jamalpur workshop was also included in the 
schemes and in 1934-6 the Khargpnr powT.r house. 


rraceed/iif/JH of the StmuUnq :^inancc OootmHtee for I^adways,^ Yol. IIT. Ho. 2, 
^ 12-1 ^ ' 
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Among the notable instances oF station building at terminals 
o}' junction stations may be mentioned Victoria Terminus, 
already referred to, the Oentral Station at (Ihiirchgate a(. 
Bombay, tlu' reconstruction of otlier stations such as ('aMuipore, 
Lucknow, Triehinopoly and Erode. 

(e) KLKCTRlKK'ATJOn OF SUBlJUJiAN SEIIVICKK 

There was, during the early post-war years, an attempt 
to C'onsider the possibilities of electrification of suburban 
services. The first scheme to be started was at Bombay 
and on 3 February 1926, the Governor of Bombay declared 
open the first electric railv'ay in India, namely, the Harbour 
Branch section of the G.I.B., from Victoria Terminus to 
Kurla. The event marked the beginning of a new I'ra tor rail 
transport in this country. The G.I.P. Bailway Project was 
only part of the three big schemes proposed for the olectri- 
fication of the suburban services in Bombay, Oalc'utta and 
Madras. The Bombay scheme was sanctioned first and was 
taken up by both the railways radiating from that city, 
namely, the G.I.P. and the B.B.&O.l. The main and subur- 
ban lines* of the G.I.P. were first electrified up to Kalyan, 
and on the B.B.&O.l. from Ohurchgate to Borivli. The 
G.I.P. electrification was by stages completed by 1929, and 
on 31 March 1930, the track electrified amounted to 173'5 
miles. The main line electrification was clone up to Poona 
by the end of 1929 and up to Igatpuri early in 1930. The 
difference that electrification made in the transportation service 
will be clear from one instance. Each rake of the electric 
train was designed to accommodate 1,000 passengers, or a 
third more than was possible in the .steam-hauled rake. 
On the ‘B.B.&O.l. the suburban linos up to Borivli and the 
main line from Grant Road to Bandra were also completed. 
Later, electrification was extended up to Virar. 

The scheme pertaining to Oalcutta did not materialize 
but early in 1928 jiroposals for the electrification of the suburban 
services of . Madras took shape. The cost was estimated at 
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Jlri. 4 l’ 77 lakh.s, I'lio idcvi oi a ^('[):l!■ate puucT lioiisi', as on 
the CklJk l\aihvay, was up in ia\oui' of an ai'i'anpoimMil 

w’ith the Madras Supply ( ’orpoi ation. 'Tlu' sa\’injj;s 

a-ttri but aide to eleciru , iii subslil utioii ui steam, traction were 
antiepiated to amoimi to one laUli of rujiees per annum. 1’he 
sehome was < ompkded m itflJ--’’ 

There can he luu'(ll\ any (loul)t ,is to the advantages deri\('d 
from eleefriHealion : (dimmalion ol steam and smoke, urimlei 
acceleration, increased ])o\\er mi gradients, automatic signal- 
ling permitting a closer h('adwa\ than with steam trams, 
rapid reversal of subnrhau trams, etc It was claimed that 
on financial grounds alone the achantagi'S were considerable 
and it was quoted that any one could travel from Knrla to 
Victoria ’’I'erminus and hack on a season-ticket at the rate of 
11 miles for one anna, an example of cheap travel 'iineipialk'd 
in the world. The progress of electrification by the end of 
1936-7 may be indicated by a few figures. There were on 
31 March 1937, 73 electric locomotives having a total tractive 
power of 2dG million pounds, and 117 units of eloetric motor 
coach composites with a total seating ea])acity of 10,219. 
They accounted for over two million train miles on flu* IhriH' 
railways. 


{vi) OTllJiR WORKS 

There were also other w'orks of a nnnor eluiraeier under- 
taken. Amongst these were the works intended to improve 
the conditions of the employees, such as the construction of 
staff quarters and welfare schemes. According to the estimated 
allotments for each year, the railways provided during the 
first six years after separation Rs. 6| crores and during the 
succeeding seven years Rs. 2|- crores on staff cpiarters. On 
Welfare works the railways appear to have spent daring the 
second period over a crorc of rupees. 

pp ^I'tncliny h'tmmte Qoinmitler for Radwayi, Vol, IV, -No. 7, 
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All (‘iu-ii'el\ (hHei'ciit object ol' ('V])eiulilure i.s |Ji'o\'i(ie(l 
by the railway eollieries, whieli repreHeut a iota! iiieesiiaeiii 
oi inoie lluui Ks 4 crores. 'Flie pj'ujeet.s so far I'l'Jerj'ed to 
havw' fx'Oii the nuijia' schemes uiulertakeii during the period. 
Besides (hese wcri- huiidieds ol sniallor deitis of works imdi'r- 
laken liy e\'ery ivulwa}'. Large sums of nioiiev were spiait 
l)j> eacli adiiiinisti'atiou lor carrying out iinjirovcinents in 
existing carruigcs, ruiised platforms, hooking facilities, refresh- 
nienl stalls, < overed jilatf'ornis, lower class waiting rooms, 
w at('r suppi \ anarigcments for passengers, sanitary arrange- 
nients, etc. When even in a- year of such an attenuated program 
of waij’ks as li)3()-7, the exji'enditnre proposed amounted to 
Hs. 28 lakhs, the normal expenditure during prosjieroiis years 
may well be imagined. 

The capital outlay on ojicn line works on the prmeipal 
State-owned railways during 1924-32 may he seen from 4’a])le 7. 
The relative importance of the different classes of works 
may be Judged only from the budget allotments in the absence 
of figures of actual expenditure. The final costs of some of 
the imtioriant works started during the pre-depression 

I'AimK 7 0 U’lTAL Oe'I'U.W ON OPEN LINE WORKS ROR 'I flE V^;AK^S 
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]KA'iu(l :xiui in tlx* lust, (IcciuU' arc' ui 1 lu- 
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/ 

Till: nujluk' <>i[UtpnK'u( oi’ riuluay.s, n, snail, v rcterri'd In 
as roniu^siTiTk, (insists nl' locoinotix es. ('(larhiiii: \'('hicl«‘s, 
goods luTgTm.s Tunl oilier _ \ cliii’lc's, ail iiiteudeil (big juin'Uig 
traffic. WjIIi tlu' increase ol' o])eii lia<' facilitii's ii \vas 
possible to make use of lieavier locoinotivc's , la iyg-r eapaeit} 
wagons and olln'r vehicles. 'Phe additional capita! invmsti'd 
in the purchase and renewal of rolliug-stoek amounted during 
1924-32 to Rs. 37-22 craves. This ainoimt lias to 1 k> cousidm-ed 
along with the expenditure already incurred during the live 
years 1919-20 to 1923-4, namely. Its. 4o’70 ei-ores on capital 
account. 

The progre.s.s of expenditure on rolling-sto c k during this 
period, the pro])oi'tion to the total annual capital outlay on 
open lines and the percentage variations are slated in 
-Table 8. The projiortion of expenditure on rolling- 
stock was .58 per cent of the outlay on open line works in 
1924-5. iutivo years it came down to 2() ])er cent. I.)ui'ing the 
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noxt. three year.s, 1927-30, capital expenditure on rolliny-stock 
aiuonntetl to only 24 per cent of the total aiinuai a}>pi'opria- 
tions. ''FIk' sudden decrease in expenditure in 1 931 inid 1932 
on milks raised the jiroportion of tlie capital outlay on 
roUino-stock to a hiyher perC'oni aye, namely, 42 and .13 per cent 
respectively. On the \idio1e there seems to l un-e lieen a certain 
fdea^dineHs ahonl th(‘ rol ling-stoek expendit ure. Tf we take 
the amount spent in 1924-5 as the base, the expenditure dui'ing 
the wneei'eding seven years indicates a general di'crease. 3'lie 
capita! .spent dui'mg the earlice period, 1 9] 9-24, \va;- much 
, larger, due to the effects of the post-war rehabilitation program. 

It would be interesting to consider the physical assets 
which have lieen added to the railwa_y systems as a result 
of the additional investment on rolling-, stock. It is possible 
to attempt here a more definite estimate of the increased assets 
than could be done in I’egard to the other classes of open line 
woT'ks. Th(^ statistics of ro lling-stock on Class I railways 
as on Sf March 1924 and 1932 are given in Table 9. 

There Avaa a substantial increase in loeomoliAm pow er. 
Although the i.inraber of locomotives on the broad gauge 
recorded a decreas e in 1932, tractive effort went up bv 9 million 
lbs. On the metre gauge railways there was an increa.se in 
the number of both locomotives and tractive ])(3wer, to the 
extent respectively of 56 loeomotiv’-es and 7'6 million lb,s. of 
tractive effort. Expressed in iiereentages, the increase in 
locomotive power was 7 per cent on the broad gauge and 23 
per cent on the metre gauge. This implies that railways took 
advantage of the program of renewals and replacements t.o 
secure the substitution of better typos of locomotives. 

The noxjfc class of assets consi.sts of passenger carriages , or 
theyooajiMng stock. The position with regard to this is impor- 
tant for two reasons : firstly, passenger traffic account, s for 
a considerable portion of railway earnings, and secondly, there 
wore serious complaints a.s I'egards overcrowding and inadeouaev’ 
of accommodation in the lower classe.^. On the broad gauge 
there was a redaction in the number of units, but this was 
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Ttioro iliati offHci by the increase iji seating capacity. As 
liaHsenger traffic is handled in four different classes of service, 
namely, first, second, inter and third, the additional seating 
capacity has to be examined in the light of the effects on the 
accommodation provided under each of these divisions. On 
the broad gauge, the additional seats provided, as compared 
to the number in 1924. amounted to 3,596, 4,240, 18,243 and 
121,037 ; or increases of 16 per cent, 10 per cent, 37 per 
cent, and 21 per cent respectively for first, second, inter and 
third classes. On the metre gauge there is to be seen the same 
tredd. Besides an increase in the number of units to the 
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cxioiii ()[ f) [)('!■ cciii, seatis provided doriiig ilie pci'iod 

advanced by !)I5, 3,253. ;nul 58,572, oi inereaseH of 

9 cenl, i2 j>ci' eoni, 34 jicr eejit, ajid 18 per cent i'cspeefively 
in HthU second, inter and third classes. 

The niunhej' of goods wagons on the broad gauge' .showed 
a decrease, but capacity iii tons dvas maintained in all 
classes of stock, exceptiiig low-sided wagon.s in which 

tlierc was a det'rcaso botli in number and capacity. On 
the inetre gauge, there was a general a<lvance all i’onnd, 
bnt improvement in capacity was greater than iii number. 
The position witJi regard to other classes of .stock will be 
found from the statistics included in Table 9. 

Mention must also bo made of the new c]a.sses of rolling- 
stock which followed the introduction of clecti'ificatioii, such 
as edectric locomotives, electric motor coaches, etc, A certain 
amount of additional stock represents Ibo demanrls of the 
new lines constructed during the period. But even allowing 
for the requirements of new lines, the present equipment 
represents a much larger capacity than is indicated by the 
figures, owing to the higher standard of operating efficiency 
attained and the effects of various changes in organization 
and operation such as pooling of wagons, improved marshalling 
yards, terminal facilities, stronger bridges and track, enabling 
higher sp)eeds and larger tonnage to he I'eached, the introduction 
of more officient train control, etc. 

NKW OONRTRUCTTOW 

We may now proceed to consider the ca])ital ('Xjjenditurc 
incxxrred during the post-se]>aratiou period on the comstructioxx 
n of new hne.s. Before 1924-5, xunv consti'uction vras lo,ss 
important and ui'gent than the impi'ovement of open line 
facilities, and fuirds, as was stated eai-lier, were provided only 
for the completion of the lines under construction. An 
important ' change came ahoxit with effect from 1924 in the 
policy of the Railwxiy Board as regards capital exjxendifcui'e. 

The cost of new construction during the post-.separation 
years is given in Table 1 0, .showing the capital outlay for each 
g— 1814P 
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year. Eor pui'|)OseH of compai ison, llio iiyurcs for tlic prc' war 
year, 1913 - 4 , and those for have also been included, 

TABLE 10 CAPITAL Ol'TL-VY OX X LW (HXSTItCCTlON ; 

Year Cnpit.il outlay on New 

(its in ci’OK's) 
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6 27 

1927-8 

0 86 

1928-9 

8 06 

1920-;30 

6 51 

1930-1 . 

4 11 

1931-2 

2 79 

1932-3 

0 57 

1933-4 

0 22 

1934-5 

0 18 

1935-6 

(>•20 

1936-7 

. . 


Linc^ Pci'i cnliHj,!' to tntal 

onllay <lni nr.' the year 
1(1 1 
<1 0 
U 1 
12 7 
17 7 

20 S 
2-1 2 
:lo 4 

lio 2 

21 0 
:!l 1 
41 7 


i 

70 2 
11-2 


* Ritilway Board’s Reporti,Yo\ I, for tlio rcapootivo fiumr ial jotU'R. 
j- Owing to credits xmilcr <)]jon line worlcs, tlio grainl total ligurea for the year, incluclmg 
tho eo&t ol now constriictiou wim only Kh 7 latiliR 

t Tlio gi and total for tho vear was a nitrtii.-, figure of l!s H'O,') crores tor tho I'enson 
stated above. 


Note the trend of expenditure on now lines. Tlio funds 
devoted to construotion increased sharjily during 1925-6 to 
1929-30, the year in which the cost of capital jirovcd to bo 
too high to make investment in railway construction remunera- 
tive. The total amount of expenditure incurred on new rail- 
ways from 1924 to 1932 amounted to Rs. 44‘90 crores. The 
physical assets measured in terms of route milage added 
during these years are given in Table 11, which shows tho 
jDrogress of the milage opened for public traffic. In judging 
the character of the activity in construction, account must 
also be taken of the new lines under active construotimTduring 
tho period, which were distributed as indicated in the same 
table. 

The rapid increase in construction-activity since 1924-5 
is remarkable. That activity was well maintained for a period 
of five years, 1924-9, over all gauges. After 1929 is recorded 
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'[’AUI.!'] n. NIA\^ LINKS OIMiMHU TO T'UBLIC THAFKUJ ANU LINKS UNULK 

AC'r I V 15 CONST H U CTION ' 


Voa i 


OI'J’N TO 

1‘ LI 11 no 

THALT'TU 


UNDKll ACTlVli 1 ONSTUeCTTON 


Bl'OikI 

i\ll'tl'(3 

Niuiow Tokil 

BtohiI 

Moll 0 

NtU-iusv 

'I'utal 

I'JIS-I 

2t)3 3 1 

1.55' 11 

21 (i7 

430 1 1 

420 00 

308-21 

21 78 

759 02 

] 92-1.,'') 

Sl'9l 

1 I9'90 

1 57 

233 IS 

058 .50 

488 09 

03 151 

1,200 70 

li)2ri-() 

14 I'.iS 

IIO'OO 

,51 29 

3 to 7(i 

1,010 13 

1,110 24 

31.5 23 

-2,410 00 

l'.)2ti-7 

280 92. 

12.S'2ri 

11 fiO 

i20'77 

930 20 

1 ,200 97 

300 21 

2,5.51 44 

U)27-S 

224 'ri,-) 

333 20 

141 39 

999 1 1 

1,120 81 

1,820 01 

378 3 1 

3,028 70 

l()2.S-0 

470 12 

597-03 

208 00 

1,282'1.5 

1,37.5 0<> 

1,288-74 

231-77 

2,890 17 

1929-30 

320 ,70 

412 O.S 

73 49 

812 07 

730 77 

157 51 

09 29 

1,257 .57 

1030-] 

301i'13 

2l>(i'9() 


,57.i'0!) 

4,S8 00 

201-1.-1 

120-30 

809 85 

1031-2 

308 00 

121 ',50 

1-40 51 

570 10 

17,5 82 

141 09 


317 81 

1032-3 

1 77 79 

12H-1.1 


30.5'')2 

9-34 

27 21 


30 .55 

1933-4 

2 0.5 

9 33 


1 1 98 


■50 37 


,50 37 

1934-5 

0 30 

7Cl 79 


71 09 


138 01 


138-04 

1035-() 

-1 51 

109 27 


110-81 


03 44 


03 44 

193G-7 


12 50 


1 2 .50 


02 98 


02 98 


Jladivny Botad's Bepot'6) Vul. [, for ouch your. 


a drop oil all railways both in total railage opened and 
under construction. Tliese features of new construction are 
to be interpreted in the light of certain considerations. In 
1923-4, the Railway Board investigated the prospects of a 
large number of projected railways. In 1924-6, it was ‘decided 
to push forward the construction of all schemes likely to prove 
remunerative. ’2’ The rejiort for tlic succeeding year stated 
the policy and attitude of the Railway Board oven more clearly, 
in the folIoAving words : 

‘ The improved financial irosition of railways resulting from the sepa- 
ration of fiiiauec) has enabled the Railway Board to adopt a bolder policy 
in the direction of new construction. The problem has been dealt with 
on the basis of examining the whole country in separate areas roughly cor- 
responding to the areas served by different railway administrations, and 
oontinuons jirogi'ams of survey and construction arc being prepared which 
are subject to revision each year in the light of the co-ordinatoci recom- 
mendations of the local governments and the local railway administrations, 
[n oi'dcr to deal more expeditiously with the increased program of coii- 
sbruotion, the organization on those railways with heavy programs has 
been improved with the appointment of special chief engineers wdth addi- 
tional construction staff'. The total milage of projects winch the Railway 
Board have either sanctioned or wore having investigated by the end of 
March 1926 amounted to between 6,000 and 7,000 miles, and it is hoped 
that lohen all arrangements in this direction nredn fuU siving, the total yearly 


Railway Board's Report 1924 -B, Vol. I, p. 35 , 
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adiUhuih li‘ tin' iinliKji nf I itih'ii) RuiIikiiI'' inll he in the m njlthnni hood oj 

1,000 m'lh'-i'-^ {Aullior'K ttulu"! } 


111 tho foJlowiag ^.ear, 1020-7, llio llailway llu.u'd, obHCi'ving 
how their effovt'.s ina'ieri.ili'/rML into tin* production oi a livc-yeai' 
program of conrftruciioii by eaui of liic lai'm'r railways sidi.ject 
to animal remsion, .slaJccl with, ( onlifh'nco lhal 


'iSuK'c the huai (il tlio toL.il .idOitioiial open liiu' tmlayc sli()\v a (in llic jii'u- 
.uiiuuiits it) t)\(‘i 7,(KHI lulled al tiic ciidtif the ((iaiK{ti('naiinii, llicrc 
appears tu he ao it'asan wh'i iJic aidacipalinii-i In last _\car‘s icpuii' iii u'liard 
In an aimiud addition oi' J.il'Hl niiks to the open iiidayc oi luduui 
Railways aliould not be leidr/a'd 


These extracts from tho auuual reports ot the Jtailway lioa-i'd 
coiivey some idea of tho policy and psyadiology behind 
the program of new eonstruc.tioii dnrnig the period, 'flio 
Railway Board adopted eertaiu priueijilos in connexion with 
the preparation of the jirograms for the eonstriieiioa of new 
railways. The report for 192(3-7 described ,]iow the Railway 
Board laid down certain standards iif construction and how 
‘with the standards iiovr laid down it would he possible to 
choose one whicli will suit the traftic expected and give a fair 
return in almost every case unless tho nature of the country 
is such as to preclude the (‘onstruction of cheap raihvays or 
there are special reasons- which make it impossible for any 
railway to compete successfully with road ti-affic.’'*“ 

The progress of new construction during the jieviod is 
indicated by the figures in the last table. In examining the 
projects sanctioned and worlrs started, the statistics of tho 
lines under active construction in the earlier years show tho 
extent of milage taken in hand. In 1923-4, the last pre- 
separation year, the lines under active construction amounted 
to 760 miles. In 1924-5, they increased bo 1,201 miles.. During 
the next two years, the milage under construction more than 
doubled, the total length amounting respectively to 2,447 
and 2,561 miles. The highest figure was touched in 1927-8 


llrtilmijl HouM's ItfpoH 1923-B, Vol. T. p 2S. 
Eti.Uivaij Board’s Report 192U-7, Vol. 1. p. SI 
■>» Ibid. 
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when the total milage oindor con a fcr action rose to 3,629 miles. 
The Jiext 3'^e<ir witnessed a slight rodnetion to 2,896 mhos and 
thereafter the decline was rapid. Jn 1929-30 eonstrnctiou 
slowed down considerably to le.ss than lialf the milage, of the 
previous year, namely, to 1,258 miles, and ni the next two 
years it came down to less than 40 miles. The new railway 
linos woi'o chiolly addition.s Lo the broad and metre gauges and 
were approximately of equal milage. 

Turning now to the lines ojioned to jmblie traffic, wo find 
that during tlie first two years, 1924-6, the railways coneorned 
wore chiefly those started before 1924. 3Tio construction 
and completion of a new railway naturally takes time, and 
the cll'eci of the new policy began to make itself felt only in 
the year 1927-8, when the milage opened increased from 233 
miles to 700 miles. In the following year it increased to 1,282 
miles. Thus the ambition of the Railway Board to attain 
an anmiai addition of 1,000 miles to the open milage mate- 
rialized only three years after the introduction of the policy 
directed to secure it. But in the very next year, the pace 
could not be maintained and the new lines opened amounted 
to 812 miles only. During the succeeding two years, the 
additions came down to the neighbourhood of 570 miles and 
in 1932-3 to 306 miles. The lowc.st point was touched in 
1933-4 when the additions were only 12 miles. The total 
milage opened to public traflic, during the period 1924-32 
was 5,360 miles, of which 2,400 miles belonged to the broad 
gauge and 2,300 miles to the metre gauge. 

It is interesting to examine the extent of increased milage 
brought about by the new construction programs on the indivi- 
dual railway systems. In Table 12, the route milage of each 
railway on 31 March 1924 and 1932, the not additions and 
the jiercentage increases have been given. It may be seen 
from the figures that the increase iti route milage is more evenly 
distributed among the state-managed railways than among 
the company-managed railways. The* length of two out of 
the five state-managed lines increased by more than 20 per cent. 
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I’llO East iudian iUid t.h(5 (d<.d indian i’c'iiui.aila stood lowest, 
wiili ail addition ot only U) jx'C ooiii in thoii' inilaia's. d'lio 
North-West ci'i) lOtilw ay li:i<i the lar.mist inci'case, and with 
the acquisition ot l.hc Souitici'n Ihinj.ii) itailw a_vs'^‘ eI^ had 
an inci'caso of 2'2 ])ci* ('(‘nl. 'rin; lUn'ni;!, itu ro.asiid its sizo by 
21 per cent and the Eastern BiMppii by 1!) )>er cent 


TAHIJ1 U I'KOOllKSa Oh' lIOL'Ti'l MUACMON 
,ST'\'l'l!; o\\ M'’.!) K Vli.W A', n' 



UinitL'i miliigo . 

iiu 31 .Mill 

ill 192 

1 Uiitllc 

iiul.l 

ge on 3 1 

Al.u ill 1 9 !2 


Kailwaj h 

Miiigli' 

I)i lublti 

'I'rclilo ' 

'I’l.t.d 

Single 

1,1 

u 

Dellblc 

Treble Toliil 

11 ' 

n) 


ti'tii’k 

track 

tii'U' U 


ti.u k 

liu . 

trill k 

tl .ick 

llic 

A.B. 

1,019 



1,019 

1 ,30() 

2! 


1,390 

21 

B.&N.W j 

2,052 

10 


2,002 

2 192 

2 

to 

2.112 

2 

B.N. 

2,779 

Itil 


2,939 

3,10(1 

1 1 

2,1! 

3,417 

10 

B.B.&G.l 

3,.523 

258 

1 

:i,7«,> 

3,082 

1 

212 

19 3,911 

4 

M &S.M. 

2,097 

41 


3,0-11 

3,17S 

0 

48 

4 3,230 

0 

S I. 

l,H7(i 



1,870 

2,474 

32 

5 

10 2,195 

33 

Burnial 

1,577 

nil 


1.095 

1,850 

17 

207 

2,957 

21 

EB. 

1 . .5(1,1 

139 

24 

1.7 >0 

1,772 

1,1 

153 

23 1,917 

13 

E.I.§ 

3,132 

759 

51 

3 945 

3,400 

0 

8S0 

()l 1..U8 

10 

G,I V. 

2,D8(i 

77-1 

30 

.1,389 

2,010 

13 

773 

33 3 , 72:1 

10 

N.W.ll 

4,905 

803 


5,828 

0,211 

25 

882 

7,092 

22 

Jodiipur 

858 



8-)8 

977 

14 


977 

14 

N.S.U 

944 

18 

, , 

902 

1,220 

29 

18 

1.238 

29 

R.&K.t 

571 



571 

570 


1 

■571 



•* Itailway BodxVs KepoH, Vol H. 

t Company inilway-< iiioliuloci for pueposOK ol conipni'ison 

'[ Became Sifcalo-maiuigod lu I9i0. 

§ Figaros for 1025-26 inoludos tlio O.&Jl lly wliich uiis liioigol lu Uio HosU'in m 1025. 

II Incluiloa Uio Soiitlioin Punjab Kaihvay taken o\ or by tto Stuto in lOOO. 

1) Indian tltate, lino mcludf'd for comparison 

As regards company-managed railways, the South Indian 
extended its system by about a third and the Assam Bengal 
hy about a quarter. The Bengal Nagpur added to its 
length a sixth of its total milage in 1924. The Bengal & 
North-Western, the Bombay Baroda & Central India and the 
Madras & Southern Mahratta showed comparatively small 
increases, namely, 2-4 per cent on the first two and 6 per cent 
on the last. It is interesting to observe that these three 
railways have been precisely those lines which have been 
financially successful, find maintained surpluses" even 
during the lean years of tlie depression. The explanation 

Tlio Southora Punjab Railway, oxtoadmg from Delhi to Samasata, from Ludhiana 
to McLeodganj, from Jullimdur to Firozopur and from ICasur to Lodhran, with a total 
milage of 927, was tho property of tho Southern Punjab Radway Company and worked 
by tho Xorth-Wostern. On 1 .Tanuary 1930, it was purchasod by tlio Stats at a cost of 
R,s. 7 eroros approximately and inaclo an integral part of the North-Western Railway 
Systoin, 
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may in part ho that tho uneven clLstribuf.ion of newly 
eonstrnciocl lines among tho different railways roproseuts an 
attein])t to extend raihray iacilities to regions inadequately 
served before. But even granting this, one cannot iiel]) ven- 
turing the obsoj'vation tliat tho management of the paying 
lines might probaldy liavo liad doubts about the financial 
return from now eonstruetion. 

These were the pi'mcipal features of the ]n’og'ram of now 
construction stari.cfi since^ the separation. The junjec-ts included 
in the program of each nailway up to tho year 1031 and to the 
end of tho finaaieiai year 1030-7 are given in tho appendix. 

The policy of capital expenditure started during the post- 
war decade and crystallized during tho post-separation years 
was subjected to a great deal of criticism. The B-ailway 
Betrenchmont Sub- committee, wbo inve,stigated the entire 
financial position of -tlie Indian railways in 1031, entertained 
grave doubts as to tho soundness of tho new construction 
program. They said : 

' In quite a number of cases the original estimate of expenditure has 
been considerably exceeded, while, on the other liand, and partly for tliis 
reason, tho net return has been much less than antieiiiated In some case.s, 
it seems, at present, impossible to expect that the return oiiginally anti- 
cipated will be obtained in any roasonabic length of time Tints is, no doubt, 
partly duo to the world-vddc economic depression, but from the .statement 
^ one gains the impression that tho railwaj's in tho first flush of having un- 
limited funds at their disposal, commenced new constructions on too opti- 
mistic estimates. As regards ostimatc.s there are over a dozen instances 
when estimates have been exceeded by over 20 per eent.’®- 

Let us now consider how far ilie charge of starting pro- 
jects on too optimistic estimates is justified. For conveni- 
ence of discussion, attention’ may first he given to now 
construction. 

EINANCTAL JUSTIEIOATIOK OE NEW PROJECTS 

Tile principal question raised witii regard to the new con- 
struction prdgrams concerned their finanfiial justification. The 

Report of the Railway Retrenchment Snh-Oomnntlee, October 1931, para 118, 

p. 42. 



(’Al'l'I'AL Ui, lH’i;|\<i Till' iM),sT-\\VI! PiOIMnU 


iiRiiaJ [ij'oct'ddi'e ill f(‘<.'ar(l (n now pi'djocis is to I'sti- 

niatOR of the fosls of ooiislruft n>n and lorc'casis o! revonun 
expenditure, traflie and reviMUH' oarninps, ironi \’\liich data 
it will 1)0 decided wliotlier the lines wdl ])ay or not. fl' it is 
found tha.i ttioy Avould, funds are ])ro\'ided and rcuistruetion 
started. Tlio insbaiiees of const riu tlon duriiie the pre-separa:- 
tion iioriod indic.ati' a. disappointine record for ninny linoa. 
The ('arnings of the new radw.iys had fallen f.ir short of the 
estimated tinaneial r<‘turn on eaiiital.'*'* I’he.se nislanet's suggest 
the necessity for a careful examination of the reeonl of new 
construction since 11)24. hi an attenpii. to appi-aise ttio earning 
capacity of new lines opcmi'd for Ira file, there are unfor- 
tunately eery little data to ]a’f>eeed noon. When once the 
lines had liecn opened for tinfrie, th(>y were merged with the 
main lines and the earning, s were not accounted for separately. 
It thus becomes impossible, to ascertain if the estimates wore 
correct aird if the expected earnings were realized. Pveeently, 
however, attempts have been made to keep separate records 
of the performance of new lines, but this docs not help 
one in appraising the financial position of the lines opened 
during the first six years after separation. 

There is also another difficulty in the case of recent con- 
struction. Usually the railways calculate upon the probaliility 
that a new line will attain maturity in five years, that is to 
say, will become remunerative on the basis of tho'traffic exjiected 
five years after the line has been opened. No line sanctioned 


^ Of. . Uailway estimatips appear to have a habit of falsifvina tliOTOsolvoB to an 
moouvenieut pteafc. For mKtance, arcorUing to the Hasior/y of Indian liailway/, and the 
Btatemente referred bom the replies given in the Aawmbly to imsbarrod qnesbion's No. 2!n 
of 31 JamiMy 1022, No. 247 of 6 February 1922, and No. 4 of (i Septembor 1922, the Katwn- 
Barharwa Railway was expected to earn noai ly (i per oont, but never earned more than 32 
per cent ; the Dasghara-.Iamalpurgani promised a roturn of 6-33 por oonfc, but never 
gave more than 2-.)I per cent; the Almiadpur-Katwa was estimated to yield d'dO por 

Bankura-bamodar River 

was expected to give S per cent, but never gave more than 2-32 per cent ; the Burdwan- 

Hi 5'®^ per cent, but the actuals show an average return 

ot only 1 84 par rent ; the Trans-Indus promiaod the bounteous return of 74 per cent but 
111 actual porforinonco yielded 0‘68 per cent in 1913-4, 0’20 nor cent in 191(1-7 nnd 

thf’Aratam'with defioits amounted to over Rs.' IS-’ ’laldisi 

tiw ^alcau with no tvmeahh promise of roturn w loaded with guarantees aggrogatme 

to oLnrmooo'l “ it has always shown dodofts which nof aXunt 

fs S 5 thTaitua! ® In ^ railways no record at all 

at'Ss oUamed and thm makes it impossible to ascertain how the 

S iSS2T M «» 
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alter 1084-5 had coniphdod this ])ori()d ■(>{ 1‘ivo Ixd’oro 

iho e(>?iiineueem('nt of the dopreKKion ;uid the great hulk of 
the htie.s were open for a inuc'h shorter period. Moatnvhile 
tlie d(p)resHLOii set in and upset all oaleulations based on the 
assumed continuanee of normal conditions. 

But one tost- !uay ))e applied to cheek the estiiiiated 
T-omuncrative prospects of the new lines completed. The 
anticipated earnings of a projected line may be pistih'cd l:)y 
the estimated tvaflle prospects only when the actual ciosts of 
construction do not (Aceod materially the estimated capital 
expenditm'e. If the estimated capital cost of a new railway 
is Rs. 40 lakhs and the estimated percentage return on the 
capital outlay is 6 per cent, the actual percentage return will 
be halved if the cost goes uj) to Rs. 80 lakhs. The examination 
of our railway accounts by the Public Accounts (Jommittee 
and the Railway Retrenchment Hub-Committee and their 
scrutiny of the policy of capital expenditure during the eight 
years after the Sej^aration Convention, brought to light several 
instances of such excesses over the estimates. In Table 13 is 
given a list of certain new railways completed during i he ])ei'iod 
under review on which the actual expenditure excecvlod the 
estimated costs by more than 15 per cent. 

It wdll 1)0 observed from the table that ten of the projects 
exceeded their original estimated costs by moi-o than 
a tliird. On one of the railways included in this group, namely, 
the Kangra Valley Railway, the capital cost was more tlran 
twice the estimated cost : as against an estimate of Rs. 134 
lakhs, an expenditure of Rs. 296 lakhs was actually incurred, 
T■epresonting an increase of 121 per cent over ihe original 
anticipation. For another ju’oject, the Calcutta Chord Railway, 
the actual expenditure was Rs. 320 lakhs as against an (estimate 
of Rs. 179-90 lakhs. Similarly the Pegu-Rayan was sanctioned 
on an estimate of Rs. 34-62 lakhs and on completion the ex- 
penditure rose to Rs. 64 -29 lakhs, 'an inci-ease of 67 per cent. 
It is obvious that the financial return based on the lower figures 
can never be realized when the actual expenditure is increased 


iO— 16UB. 
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372S8 

40 3 1 

7 0 

— 1 0 

112 

kaiitapur 

Kitshab-Chak .Jiimra 

21-2/'l- 

‘>'7 

21-1-28 

121 •05 

1 1!)'50 

t) 0 


J2l 

Purnoa-Muilignni 

10-8-27 

1-10-2!) 

25 ()0 

30'!)1) 

1)-C> 

^ r> 

121 

Qilla Saif iilla- Fort 

10-8-27 

15 7-20 

IG'2.! 

5!) 50 


— 7 <) 

122 

Sandoman Extension 

Abdulpnr-Nawabgan] 

Saloin-Mflchori 

12-ll)-27 

11-2-30 

I33'03 

SP30 

()’2 


132 

10-3-28 

1.7-4-20 

10 03, 

] 3 5 1 


2’7 

127 

KalukhaU-K hatiapara 

1.0-1-28 

1-12-31 

4P-10 

57 02 

5 0 


138 

132 

Polladn-Palghat 

13-6-28 

1031-2 

30 ,37 

51 •7!) 

5’2 



" Source: TtapoU of Ilia liailnmj Rali-enchmciit Suh-Ooinnnltcc, Oi bol)i\i' HF.'il. 
i Porcqntage loltitioii oi tho act.iml (ixponrhturc in tlm nsiinmio-i 

Ly 60 or 100 per cent.^^ If this is tho record of the 
capital costs for those lines, in view of tho comparative 
rigidity of economic organization in tlie territory , served hy 
them and the inherent resistance of the population to sudden 
changes, the performance even after five additional years 
cannot come up to tho standard of the estimated rate of return. 
It is thus impossible to say what the actual position has been 
with regard to the lines completed since 1924 without a detailed 
enquiry into the financial history of the new railways. 

hhe piincipal factor’ which was responsible for financial 
miscalculations in carrying out the irrograms of new construc- 
tion was the plethora of funds sanctioned and tho assurance 
that no difficulty need be appreheirded as to tho availability 
of sufficient money to meet the costs of extensions and im- 
provements. We have already seen how during tho two pre- 

Xuivrhor clotoilB of iho less flagrant matancos will bo found in Appendix D, 
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.se])aratio!i yoars, l!)22-j, tlie railways failed to S]aiad a large 
]iortiori of tlicir allotments and how by the time separation 
was introduced it was gradually ]-ealizod that even the ]>rogfain 
revciiuo expenditure of T?.s. 150 crores would have to bo loft 
largely uirutjlized. Tlie priuciplo which dourinated the situa- 
tion was not so luucli the grant of funds to moot a dermito 
expenditure ; it was, in fact, one of the grant of as much funds 
as could be spent by tlio railway administrations. It is, there-' 
fore, not surprising that under such eireumstaiicea the s])(niding 
de}iartjucnts put forward diverse schemes towards hetterineut 
and new construction. The problem of differentiating between 
the essential and the non-csscntial, the urgent and the develop- 
mental, or the immediate or future improvement, arises only 
when the funds available are strictly limited and have to he 
apportioned amongst those schemes which promise the maximum 
utility and rotiirn. If they are not limited, it is inevitable 
that doubtful as well as sound projects should find a place 
m the programs of railways. 

Tho effect of this factor is to he traced in the budget 
estimates. The appropriation accounts of the sopai’aiion year 
itself relloctcd those tendencies. The Public Accounts Com- 
mittee of the Centi-al Legislature discussing the accounts of 
1924-5 stated : 

‘There sceinj to be an incurable and on tho whole laudable habit among 
officers charged with the duty of spending money on carrying out public 
works of being over-sangmne as to their capacity to spend during a given 
period 

The budgeting of capital grants for tlnoc successive years 
had already ]iroved meaningless as the actual expouditure 
fell far short of the budget grants. The Ttailway Board realized 
that the .Agents of railways had asked for much larger funds 
than they could hope to use. Consequently, it was found 
that there were in the railway accounts 
‘evidences of a tendency to over-estimate expenditure in the preparation 
of demands for grants, winch are afforded by *humerous instances brought 


Public Accounts Ooinmitlee Report 1924-26, Vol. I, p. 10. 
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lo lo <i\ 1 I -c i i lui.itr is jiaitic 1\ not ii’i ,il)h' 

{(() in thf [n'os ihioii uuuU- ioi' (.■'iL.uilihiniinUs, and (/>) in ilu' sinus ciiti'icd 
under Jitiid.s relatiiifi t.n expcnditun’ on norJ^-. wlndliei ehai m able io 
e.ijiital or io revenui* "" 

The inability on the [larl oi tim liulwavs to spinnl the tuinln 
allotted aTiri hatl otlxer adverse reaeUous on the fitianeia! 
position of the t-lovca’iinn'id o! India. d’h(' (.hivernnn'nt ot 
India borrowed money on capitid a^iount I'or railway purposes. 
If the. entire ainonnt was not ntilr/etl, (loveriniuait would 
have to incur loss on aeeount ot ilu' balauee on which interest 
would ho payable. 

To avoid those diBieullies, tin' Railway hoard hii. upon 
tlie system of h)vev-allotnient'. According to this system, the 
estimates snbinitted by railway adnn’nistrations wm'o ri'dueed 
by means of lump cuts, but they were told to pay no attention 
whatever to the him}) cuts : they eonlcl spend up to t he a-mounts 
they had themselves asked for in the budget. The idea behind 
this was that the Railway Board, on the experience of 
previous years, anticipated that the railw'ays Mamlcl not be 
able to use the entire amounts they iiad asked for and made 
a lump sum reduction, which they considered migiit lie tire 
amount of underspending. 

The system of over- allotment was tried for throe years. 
1926-8. According to the arrangements inti-odueod during 
this period, the Agents’ estimates wei’e fully sauctioned, but 
as the Railway Board allowed for some .savings on these, they 
presented in the Railway Budget a i-educed grant. A glance 
at the following figures^’ will indicate how the system worked. 

(2ia. m aorea) 


Year 

Agoiita' 

estimator 

KiiUway 

Board’a 

aalimates 

Actuals 

% of_ 
Agenfc'a 
oatimatos 

lOxcosb ot 
Agent’s 
optimatoh 

-t- or — 
compared to 
Uudge^ ostiinaleh 

1926-ti 

Km. 

32’07 

Hs 

22-90 

Km. 

19-20 

00 

Kb, % 
12-82 40 

Ka. 

-3-06 

1920-7 

•3-1-68 

20-00 

27-14 

7a 

7-44 ?2 

-j- 1 '14 

1927-a 

39' 77 

2C-00 

32-44 

32 

7-33 18 

-1-7 '-1-1 


l^uhltv A^oounls UomniUlee Report ID-M-fi, Vol. 1. p. 9. 

Pigiu’Ct. nro fcakoJi from ths memorainUt on the Kailwuy ButigoC foi tiio yoavn 
I’efejTod to. 
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111 1926-G iJio Puailway Boar’cl fixed the amouiii of the capital 
gi'ant at 11b. 2.2’90 crores, as against the Agents’ estimates 
of Its. 3:i'07 (■i-orcs, and there was shorts])ending to the extent 
of Its. ]2‘o2 orores on the Agents’ estimate.s and Rs. 3‘05 crores 
oil the RaiJvray Board’s c,stjmatc. Tliere wa.s overspending 
in the. next two years amounting to Its. I'ld crores and 
Rs. 7’44 crores I’espeetiN^elj'' on the budget estimate.^, bnt still 
iindorspoaclino ;!,s compared with the Agcnfs' estimates, to the 
extent of 22 ]i,,r cent and 18 per cent respectively of what 
they had asked for. On these bases, obviously there can be 
no meaning or value to the budget. If the budget is an instru- 
ment of ensuring contr-ol over expenditni'e, the very assump- 
tions of the over-allotment system militated aga.insb the objects 
sought to bo attained by a budget. Under the principle 
of over-allotment, the budget is less an estimate of the jiroper 
prospective expenditure than the Railway Board’s estimate 
of the capacity of the railway administrations to spend. ‘The 
principal difficulty with which we are now confronted,’ com- 
plained Sir Charles Innos in his budget speech for 1926-7, ‘is 
that of spending the money — that is, of executing vajiidly sanc- 
tioned projects.’ This explains the sudden expansion of the 
agencies for construction and the desire to speed up the com- 
pletion of works. Tbrongbout the railway pajicrs of this 
period, references arc frequently found to the desirability 
and the necessity of hurrying on projects to corapietion.®® 
Accordingly efforts were made to simfilify the process of prepar- 
ing estimates and of securing sanction. Increased powers were 


Su' Oliai'les Imios Haul iii lius Imiigot hpeucli lor KlJij-d : '] am conlidBiit thal tho 

House ivill thoroughly approve of a bold policy ol loinuiierativo railway development.’ 
Budget for 1025-6, p. 8. 

In tho following year, he again stated ■ ‘Tlio policy ■"') afe working to is that wo aro 
willing and anxiotj,9 to comstriict any now' liims providod we are .sati.sfiod that they will 
ho I'emunoratiT'O . . We have also imprcshBd on railway administrations tlioir respon- 
BibilitiPS for flevolojiing tho arcus within then respective sphoroa of influciuohj hriiiging 
to oiir irotico piomiiimg holiemr!.s of railway development within tlioao areas'.’ Bmlgci 
for 1026-7, p. 7 

Aleio cmnparo . ‘We have taken spocial stepa to expedite the proce.sH ol' obbalning 
apiiroval to works of proved necessity, and hate simplified the Hyatein of proparing and 
Hubmittiiig estimates and for the certification of indonta, and wo hate alao delegated 
larger pow'ers of Kimctiou to Agents and boards of directors. ..Wo do not propo,se to 
restrict expenditure on aauctionod lyorka as it is of obvious advantage, once they are 
sanotionod, to expedite them as inueh iia po.sKiblo.* Chief Coinnus,sioner’fi apooch, Budget 
for im-7, pp. 33-6. 
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o1)ta-]iiiod fVdiii llio vSoPtxa, ary of N(at(' foi- Indi.i- liy Ka-ihray 
Board, aw a rc'siili of which many jcrojcadw wiindi coulci not 
be undoi'iakon \\i1,houi the wanetion ol the fonner eouhl now 
be starU'd with the waiieiion <»1 the. (.Jovca'iimcmt of India, 
The Agcair-! of the state cnauaged railwa^ys anci the hoards of 
directors of i.lie company-maiuigcHl railways ueio given addi- 
tional ])uwr'rs to start new sehonK.s. A,s the railway orga- 
nization on the exi.sthig l)ii,sis ])rove(l inadeciuatc.’, the engineering 
depart, incnta wore strongt Jioncd on the eon.strnction .sidec and 
contractors were employed on a largo .scale to expedite work. 
These were some of the mea.surcs adojited to increase clTectively 
the capital -u, sing capacit}'- of the railvray.s. The psychology 
of the times is indicated by the fact that rluring 1027-8, 
a hundred now projects and 4,600 miles of construction were 
on hand. Speaking in 1927, Mr. (later Sir) (Element Hindley, 
Chief Commissioner of Railway, g, declared : Tf onr pro, sent 
quinquennial program does not come in for very drastic revision 
either for financial reasons or other difficulties, there is no reason 
to anticipate any serious dropping off from tins (annual) figure 
of 1,000 miles as the rate of progros,s foi' several 5 !' 6 ars to come.’-*® 
To obviate unexpected difficulties such as those connected 
with acquisition of land, which might hold up progress of work, 
alternative projects were also included so that in the event 
of any development holding up or delaying -work in connection 
with any particular project, the railway.? could ]n’occod with 
alternative schemes.^® 


Budget for ims, p. 34 

“ The following dissoussion by the Public Acoomite OommiUoo for 1937-8 may bo 
read with interest m thi.s connection : , ' 

Ur. Ban. (Pmanoial Comttiiasionor) : ‘We must not bo prevontod from .starting now 
construotions in anticipation, providocl wo obtain the approval of tho Standing 
finance Cominjttoo for Railways. We can obtain a lormal grant from the Assembly 
later . . .The expenditure at the start would be very little ’ 

Ghairmati (Sir George Schuster) ; ‘V7e are not coiicemocl with tiio expondituro at 
tho start. It may be .a lakh or so in tho first year, but oventuaily you may bo oom- 
mitted to croros „ „ 

Mr. Rmi: ‘If wo worn to put in onr budgets only Ihie.s which have boon Banotionod, 
it might create difficulttes. We shall have to put m our budgets quite a large nurabor 
of hnos which are sUll myler consideration Some of thorn might be qTiite good, 
but' thoro nugh-D bo uiinculirios in spending money on thoso lines on Rcooimt of land 
aB( 5 .uisi 1011 , somotimos on a<*count of negofciations with otlier railways and so on 
For instaiTce, Imes winch havo been sanctioned two years ago, 1 tliinlc, m the G.l.P 
Baitway, aro still hold up because tho negotiations with the Nizam’s aovonxment havo 
iiot been canoluaed. So it does happen that all the money cannot bo utilized and our 
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The anxiety to avoid unspent grants, the onconi-agciuent 
afforded by the Railway Board and the Legislature, and the 
psychological influence of the prosperous years were in the 
maiir responsible for the adoption and execution of schemes 
whicii. tui’nod out later to be ill justifierl. That the Railway 
Board, as the Railway Department of the Government of 
India, had a large share of responsibility for the initiative 
and direction in this matter has been made abundantly clear. 
An instance of this may bo seen in the practice of sanctioning 
projects on ‘abstract’ estiniato.s, instead of detaileil estimates. 
Mr. Sira, Financial Comraissioncr of Railways, stated in 1925 
that 

‘ Lbidor the present procedure sanctions for works were accorded by 
the Ilajhvay Boaid on abfStract estimates, ivhieb gave broad details, but 
' before work was started detailed estimates for each part had to be prepared 
and sanctioned by the Agent or chief engineer. When once the detailed esti- 
mates had been sanctioned, the local authorities could go on incniTing 
expenditure so long as they did not exceed the hunts in the abstract esti- 
mates. 

The ostirnates prepared in detail were not to exceed a fixed 
percentage. In quite a' number of cases, as consti'uction 
proceeded, the estimates had to be revised. Early in 1930 
the Director of Railway Audit in his report for 1928-9 com- 
plained that ‘all constructions on the Eastern Bengal Railway 
were undertaken prior to sanction qf the detailed estimates 


construction staff will remain unoooupiod. If wo aro quite sura that nnothor projoct, 
if started at once, would be more romunorativo, then our practice is to start it immo- 
diatoly after obtaining the approval of tho Standing Finnuce'C.'omrmttoo for Rail- 
ways. It would bo more economical to do so, booaiiso wo should not bo keeping 
our construction staff unemployod. VVhethor there is provision lor such work or 
not, wo start it at once with the idea of obtaining a supplemontary grant when tho 
Assembly is in session.’ 

Chairman \ ‘You might have included m your budget a new branch lino wliicli would 
cost, say, Es. flO lakhs, of which you would bo spending, say, Rs. C laklrs in the 
current year You might find for tho reasons you have stated that you wore not 
able to.spend the amount that year on that project, but tho project winch you aro 
going to siibstituto for the 50 lakhs might be a 5 ctore project In a caao like that 
you would be putting a heavy responsibility on the Standing Financo Coinimttoo ’’ 

Mr. liau : ‘I daresay that wo would not think of starting such a Railway without 
tho special sanction of the Assembly.’ 

Chairman : ‘1 do not think we can accept that statoniont . .This comraittoo should 

say that whatever latitude la allowed it should not attompt to suhstituho for a pro- 
ject which had been put before tho Legislativo Assembly another inoro costly project 
although in a particular year it would not cost more than tho sum already providod 
for,’ Fuhlic Accoiinla OommiUce’s Report 1027-8, Vol. It, Evidoiioe, pp. 321-5.' 
Publio Accounts Cominiitee’s Report ll.)23-4, Vol. 1, p. 06. 
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1925 

T,\ 



16 




1926 

90 



27 




1927 

92 



:!0 




192S 

94 



111 




1929 

96 



6,1 




The I'o vised estimate in 1029 was 30 per cent higher thaii the 
original figure, 'rh.o Agent suhniittod still another ro^'iscd 
estimate in Feb3'uary 1930 for Rs. 97 lalchs, whicli tlio Railsvay 
Board doolined to sanction, and the Agent informed thcf Boai’d 
err receipt of their decision that ho would work within the 
limit of Hs, 9(> lakhs. EAmn t})is inoroaso is small a.s cora- 


Till' Director of U.ulwny Audit observed • ‘In tlio absence of detailed ohIIukxU'h 
as rotjuired under t.bo riilea, eiioetivo control could not be exi>rciHod over tbo I'xpenditurc 
on -works and a comparison with the provision made m the abstract ostanntn was conse- 
quently all that w’as possible. As a result of the absence of doUilod estimaicH, niatorud 
modifications of a sanctionod project, r.e , omission ot a station provided fur in tho detailed 
estimate, and the construction of several additional quarters and a goods .shed over anil 
above the provision in tho detailed estimate, could not bo brought to light in tune.’ 
Report on the, Appropridtion, Accounts of Railways in India i92A'-9, para. 101, p fil. 

The -Director of Railway Audit observed m connexion with this enso : T’ho Ad- 
ministration has oxplainod that the excess midor earthwork was “ primarily due to work 
having beon sanctioned on preliminary surveys instead of on detailed surveys.” “It is 
impossible to asceitain before tho work is coimnoncod the exant nature of tho soil that 
may be onoonntered uuloss a large number of trial borings are taken at tho time the esii- 
inato IS prepared This is only done when a detailed survey is made. In all caso.s, Imc.s 
have been sanctioned on proiimmary surveys The estimate for tho . . . Railway was 
on such a survey and on a superficial view of tho gronud : and it w'as found later that 
the subsoil was considerably harder than was expected." In retiirmng tlio last revised 
estimate unsanctionod, tho Railway Board convoyed their sense of disapproval that it 
had beon necessary for the Agent to apply again for further sanction and observed “the 
original estimate sanctioned by the Secretary of State in 192, I was Rs. 73,3d lakhs and 
the fact that it has been necessary to revise this on four occasions reflooted great discredit 
on the way the estimates have been prepared by tho eughieers. The line will now appa- 
rently cost practically 33 per cent mors than was anticipated and the reluin expected 
will fall from 8 per cent to under (5 per cent’’.’ 

By 1930. as will be seen from the text, the credit of the State found itself in a serious 
plight, so that drastic control of expenditure was exercised. A couple of years earlier 
ahd tho Agent might have got his sanotion aud the extra lakhs ! Report on Appropiriation 
A-ocounts of, Railways in Indict 1929-30 by the Direotor of Railway Audit, p. 60, 
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]iare(l with th(' iHci'diiso ot 106 ])(,u' c-('nt in tlu' esliniatod valun 
o( c'aTtliv\ ()i k meliided lu IIk* pi'ojcM-t.. 

THH KANOHA \'ALLr!:\ HAITAVAV 

Soni(‘ idtia as to Iho eircumstancos m which new con- 
struction projects were evoivi'd may he inclicatctl by one or 
tavo instances. The case of the Kan,i>ra Valley Railway, by 
reason of the abnormal nicTcase in capital cost, take.s procedeiico 
and may he dealt with first. 

Jh'oposals to conslnict’ a narrow gauge railway in the Kangra. 
Ahalley with the object of opening U]) the rich Kulii and Kangra 
valleys date back to 1912 and t914. Preliiiiinaiy surveys 
were nndertaken in those two years and the prospects did 
not appear to he sutHcient/ly remnnerativo and the idea was 
dropjied. The proposal was, hmvever, revived m 1925, when 
the Punjab Government investigated the Uhl hydro-electric 
scheme and projiosed to include a metre gauge ti’aniway from 
the railway terminus at Mukherian to iShanan, nesr Mandi 
in the Kangra Valley, to traiivSport heavy plant and machinery 
to the headvmrks. The line was also considered necessary 
for the upkeep and patrolling of the transmission lines oven 
after the completion of the project. The Punjab Gorernment 
thought that the lino could subsequently serve as a means 
of communication between the Kangra Valley ami the plains 
for ])assenger and goods traffic. The Jjocal Government inti- 
mated to the Railway Board that, with the approval of the 
Governor-General in Council, they proposed to issue an order 
■under the Indian Tramways Act, and enc{uived if the Board 
had any objections to the proposals fi’om their point of view. 

The Railway Board had already eyaiuiued in 1923 a .scheme 
bo extend the Jullundur -Mukherian branch at Talawara, a 
distance’ of 18 1 miles, in connexion with certain proposals of 
the Punjab Government concerning the installation of a saw- 
mill and a paper factory, at a cost of Rs. 17-33 laklis. It 
appeared subsequently that the saw-raijl would not materialize 
for some years to come and that when they did they were 
expected to be on a much smaller scale than originally contem- 
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])!a1e(l. The Sflifine wns llut.s slx'ht'd. Now iii \ k'w o! i,lio 
proposain of tiio Puiijal) (^ivc'-i'iiiiiciit. the Iv.ulwity HcjtU'd 
brought u]) thin ('xtonnioii kcIumik' b\ slatinp lliiit I'lii ually 
it would bo woi'tli wltilo. 'Plu- I’liiij;)!) ( !o\ la’inni'!)! . huwcvor, 
could not agree to this exleuniou, as tlu'V ucrc di'pciiding u 
good deal oil the ])Vus|K'clive (‘nrnings ol tht‘ ti'aiiiw iiy between 
Mukhci'ian and d';i.|au';ii'.i to h<'l(» the liiianeiid jiistilicaiion 
of the sclunne. After further discussion ol the pro]>osals with 
the Punjab Goveruineiit, li was liiudly agreed to eonsiruct 
a 2' G" gauge railway starting froiu Palhankot instead ot Iroin 
Mukheiian. 

When the proposal for the yonstrtietion ol the Kaugra 
Valley Pailway was formally plaeed before Ibo Standing 
Finance Ooinniittec for Riulway.s, it w.is mentioned that a 
preliminary survey hail already been carried out and that the 
figures of the previous surveys on the proposed alignment 
were brought up to dat’e. The project as formal ly submitted 
was to eonstnict a 2' 6" gauge railway fi'om Pathankoi to 
tShanan, covering a distance of lOO'G miles. 'Hie expenditure 
required to complete the construction of the railway vvas 
estimated at Rs, 113’80 lakhs, or Rs. 1,13,123 per mih', if a 
rilling gi'ade of 1 in 22| were used on tlie ghat section and 
I in 50 on the remaining portion. A I’caligiunent of the ghat 
section on a ruling grade of I in 40 or 1 in 50 at an additional 
cost of about Rs. 20 lakhs was also suggested as being justified 
by the resulting decrease in woiking exponsos. The gross 
earning, s were placed at R.s. 12 lakhs, or Rs. 230 per mile per, 
week, in the third year after opening to public traffic. With the 
development of the country, it was estimated that there would 
be ‘an increase at the rate of 8 per cent for several yeai'S.’ The 
cost of working traffic was calenlated at Rs. 8-40 lakhs annnally, 
representing an operating ratio of 65 or 70 per cent of the 
gross earnings. 

The economic possibilities of developing the region were 
stated in no uncertain terms. The area to be served by the 
proposed railway was richly cultiyated, and had^considerable 
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forest iireas at a- (‘Oiuj3ai'ativolv low ofewatioii . The Kangi'a 
District, stated the Financial ( lo m mis ii oner, Railways, in en- 
dorsing the sclieme, ‘is rich in antiquities, and there are several 
temples which iorm im^iortant places of pilgrimage for people 
in the Punjab. Ivulu, or the upper valley of the Beas, is emi- 
nently .suited for the production of all khifls of fruits and 
vegetables, and it is anticipated that the pi'oposed line will 
help considerably m developing the cultivation and export 
of these commodities. The projected railway will also improve 
the acce.ssibility of tlu' hill stations of Dalhonsie and Dharam- 
,sala and, it is oxfieotorl, also encourage the formation of summer 
resorts for the residents of Lahore and Amritsar in the valley 
itself. The principal exports will be rice, tea, potatoes, spices, 
wool and fruit, in return For which will be iinporteil wheat, maize, 
gram and other pulses, tobacco, kerosine oil and piecegoods.’‘^‘^ 
The fiirancial prosjieets of the P»,avlway in the third year 
after opening were tabulated as follows : 


KaUORA VaULEY IlULWAY 

ll.s. in lalih.i 

th-intal I'Oht (including intiM'ost (lunng eonstiMiction) . 1,50 00 

Gioas ('arninga, including' a I'caMonablo addition to the gross 14'00 
earnings of the mam line 

Working expenses . . . . . . . 9'80 

Net earnings , . . . . . . . . . 4'20 

Loss in working . . . . . . . . 4'05 

Net return on caju Lai .. .. .. 2-8% 


The Htanding Finance Oommittee were also told that the 
Punjab Government had agreed to guarantee the Government 
of India against loss in the workuig of the jiropdsed railway. 
The scheme was formally appi'oved by the Oommittee on 
16 January 1920, and the Railway Board accorded their sanction 
to constniction of the Railway on 1 February 1926. 

It was found that the engineering difficulties during con- 
struction were considerable, and the line was one of the most 
difficult undertaken in Jndia.'^® The Chief Commissioner of 


Pmcmhnys of the fikindimj Pinance Oommittee for Hailwnijs, Vol. It, No. G, p. 14-6. 
Tho nature of the cliflifsulties oxpei’tenosd in the construction of tho Kan^a Valley 
Railway was described by Sir Auaton Xladow, Chief Comirussionor, Railways, in a note 
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Railways lU'li'i'wanh stiitoi! t lull ‘it s\as very dilfiaull toaKfimii.h- 
the (‘Osl as uo kiH'W ov (duld aiilici|)aU' \^]ul1 (UlliciilUos 
would bo ('.'C]>(-‘vi('iU'(‘d m (lio (Utiuil c oust riiot loii oi (he iMihva}- 
IJii'ongh this voj'v rough (■()iuilfy. wluat' iniu'li linuK'Uiiig would 
bo neuessary.' ''(’he rosiilt was au luioi'iuous inoi'oaso m tlio 
eirsts of ('Oi)su'iK'tioi) Inuii Us. Ul I lakhs to Lis. 2!)() lakhs, 
whoti tho railway was oponod to pubiio Iraltio on 1 A[)rii J!>29. 
(So .sci’ioiis a d i\ oi‘i.''oiiOO ti'()Hi liit origiiud I'Stiuiah' naturally 
I'aised sovorc* crifjoisni. hi ('.vanninng the acoonnts lor l(l27-8, 
the Piihljo A>‘Oounls ( 'onuinttoo ransi'd (ha (iiiaslum as to the 
roasouH for this abnonuai dnerganoc aiul some light was thrown 
on tho procedure followaal in eonne.sioii with the starting of 
the project. It came out that construction wars started wdth- 


riupplied iiO tUa Cubin' Aci'imiits ('.iimuiW'i'u tin ni27-S Sir .lusU'ii htiUi'il 'I’hu I'oin 
pletitQii of the luio aatt tlio uv oi'i'orniug of ml tiii' ib(l(i'uitiu'< mvoKeil wcio l'l)Ii‘^nlL‘led a 
inaU'Or for fongratulatioii lu NoM.mher lIU.'i uiiun blio lino vviis uponoil up to Ldiicli 
ICotal, ami there is uo doubt tliat it it. Ii.nl not boon for tlio dolootii'o work subsoijiiontly 
discovered in some of tlio tuunels, ovory oiw < oiuiodeil with the prujoct would have 
been croditod wdth a spoeiiilly good, piece of woik. 

'As rogaida tho l.uuuols, tho lir.st wc heard of anything homg wrong was in March 
19i!7, wUou, in soiidcug in a rnport onuniorating cm tain ndilitional wuik.* cmihidci'ml iiiiees- 
Kitry as a result oi tho mKico of a goologicnl oxporl and a rcpuit 1>V a crmimitti'o of oiigi- 
rwor.s on dainago.s c.ausod by u r.ieord Hood lu Septmtibei l!)2ti, (.he agent ineiitionod that 
‘•it might bo noco-ssary to htiongtlioii some of the linnig that hud been pul. in alrCMily lu 
some tunnola.” Tn April 1027 wo wmo told dcnii-olUcu'IU that the ,Mii liui tunnel was 
unsafe (tlus wua the sixth tiinmil west ol bamh Kotal) and tliat a liund deal ol (.lie tuunol 
lining lioiio during construction would have to bo roilone. 'I'lie iw-iiiiim.itKm u! the .sus- 
peoted tuiuiolf) took some timo ; it is, of loiirso, a rather ilill’u ult matter as ,i gnoil many 
holes had to be dug in tho crown of tVio tiiuii'd lor cxiuiiinatiim tm be made .'Vs a result 
of this exaitunation it was leportod in Oi tobov 1927 that it would i ust appioximatcly Hs ifi 
lakha to put tho defects right. The Uhiof Coiiuuissiuner, wlio was tlaui fcliii Mugiueci-iiig 
Member of the Boaid, visited tlio Kliyber in November 1927 to look into the matter per- 
sonally) and wnito a note in wducli fio covered other luattors IhnuIcs thono dofectii o luiinols ; 
ono point was than there had boon two serious Hoods m tho Khvbei whuih hud shown 
the noccsflity for soino change m design of soma of the works and ho was cvaimuiug this 
at the same tune 

'The defects in comstructiou that eame to ’light may be clus.i.e(i imdei two hotuls i 
(n) lack of mortar, and (h) hollow's lelt behind the masonry 'rViev came to ivotii o hv 
bulging and crusbuig of the masonry. The action then taken was in two dii actions • 
(i) to a consideration of the best motliods to bo adopted in putting matters right luid 
making tlio tnnnols more seeuro m tho future . (ii) to the lixmg of responsibility for the 
defocUve work,’ ruhhe Acroiinls Coinmiltpe Btport I027-S, Vol. 1, p. 27.5 

The other point.s brought out w'ere that non,e of the oiHcers had anv oxperieiice in 
difficult tunnel work in India, and a number of tunnels presented, particularly beyond 
Landi Notal wiioro the bad work appoared, very exceptional diffieultios. The I'oiiditinus of 
work wore also unusual, for the political authorities imposed restrictions, as the puss was 
occupied by warlike tribes, and no oHieer wa,s allowed to go without armed escort. I’hn 
tunnels were all guarded during the progress of work. Rxcuvation and timbering was 
in progr 0 s.s dav and night uniler contract but masonry work was done during daylight 
, only. AU tho staff employed including labourers, unless working under guard, had to 
be back in their quarters by sunset and were not ailow'cd to leave initii sunrise. To 
avoid trouble during work, couKacts weie given to local who wore totally iaex- 

perieiieod and work had to be sublet to otber.s Finally, seriously inadequate supervision 
was also attributed to the ouguieor who was in charge and was considered blame- 
worthy. 
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out any detailed oytimates,-*’ which was a depai-turo from the 
normal jn'ocedino. The principal officials of the Hailway Board 
admitted that the construction of the railway would never 
have taken place if the detailed estimates of the project had 
been prepared. The wdiole case was examined by a committee 
of enquiry, and the report wdth the observations of the Govern- 
ment of India was jilaeed before the Secretary of State, who 
remarked that ‘the initial and principal mistake lay m the 
commencement of tlic project on the basis of inaccurate and 
inadequate {lata.'"^’ 

The history of the Kangra Valley Railway ma^' now be 
concluded with a reference to the financial results of working 
since 1928-9. The following table presents the detailed figures 
for 1928-37 ; 


'J'ABLli 14. FINANCIAL RESULTS OF THE KANUltA VALLEY HAirAVAY 

102S-0 TO 19.16-7* 

(7f«. in laUw) 


Yoai 

Milage 

Capital 

Gross 

Not 

% to Gr. 

liitoi'oat 

Loss Eai-iimgs Operating 




earn’gs 

oarn’gs 

earn’gs 


por wook 

ratio 



Rs 

Us 

Rs. 

Rs. 

Rs. 

Rs 


1928-9 

103.03 

273 16 

0 43 

—2 46 

-0’89 

12 63 

-15 09 

33 

666 

1929-30 


294 83 

4-89 

—3 80 

—1 29 

15 08 

—18 88 

91 

178 

1930-1 

102.90 

207 70 

7'75 

— 0-60 

—2 22 

16 89 

- 23 49 

144 . 

185 

1931-2 

tt 

298 fiO 

8 25 

— 3’80 

—1 29 

1C-.S5 

—20-71 

153 

147 

1932-3 

it 

301'34 

0 34 

— 4'73 

— 1T)7 

10-62 

—21 35 

99 

185 

1033-4 

}S 

303'7(i 

4-49 

— t 88 

— I'Ol 

16 43 

—21-31 

84 

209 

1034-5'’ 

I) 

303 09 

3 98 

-6'37 

— 2-09 

15-81 

—22-17 

74 

261 

1036-n 

11 

303 93 

3 64 

—7 00 

—2 30 

15-35 

—-22-35 

68 

29-2 

1036-7 

1 1 

308'9.5 

;P49 

~7'57 

--2 '45 

1 4-80 

— 22-37 

6.7 

317 


* Hislui ij of Imlidii Maiiftgor, Ooveninient ot liulia TiVis. 


THE CALCUTTA CHOBD KAILWAV 
« 

The exceptional character of the region traversed by the 
Kangra Valley Railwaj^ with considerable tunnelling and 

Comijare tlia following ditsouahiun wliu li took jjlftcc during tlio Tiibho Aoiounts 
Commibtfie’s meeting : 

706-7, Sir Fredeuc UauntlHt (iVuditor-tJeneral) : ‘Wtiy wa's tlio Kangra Valley Rail- 
way work started befoie det.ailod estimates were ready i' 

Mr. T* U, Jiaii ; ’The reason was that tlio Government of India was m a groat hurry 
abouirit They had promised tlie Punjab Goveriunent to lm\ e the line ready before 
the hydro-alectric setveine was eonipleted ; therefore all tlie engiueois worked at 
the highest pressure tliey' were eapablo of ' 

+ * 

(S'i) Fredertc Guunlleti • ‘One point doe,s emerge out of this Kangra Valley oa.-.e and, 
it IS this If any real attempt had been made to prepare an estiniuto before tho 
work had been started, would you evei have dreamt of starting the eonstruetion 
of tho woi’k wibhoiit getting a gunranteo from tho Punjab Goveiiunent 't After all, 
it la tho Punjab Govermnont who have got tho railway, and you have to pay for 
the construction of it.’ Public /Icoounts Committee Report 1927-8, Vol. II, p, 296. 
Pvbha Aocoimfii Committee Report 1929-30, Vol. I, p. 275. 
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coiiHinu tioiiiil (hrticiiltic.s ol'IcrfMl sotiu' ion. il' not sut'H- 

C'ieait juyt-ilioat ion, lov (lir t'vccss ovoi' llu‘ I'st iiuuti's. We 
may iio\v turn lo a diilerent proji'el, the ('alcntla t'iioril lUnl- 
way, wliicli wan (!(>Hi,onc(l to serve ('.iKiilia and its port 1'lie 
proposal Hubinitied by tlie Ibiilwav boaivi'''^ was to const ruei 
a double traek elmrd railuay, HdlO niilt's in Imicih, eoniiectinc 
Dankum station vm tlie Jkirdw.m-Mowrali ('hord witli tlie 
Eastern Benpal Eaihvay m t[u‘ vneuniy of [)ntn Dnin. Idie 
Holiemc also provided lor a double traek bridpe over the River 
Irlooghly at I3ally (wnthont any facilities for foot [lasscmgers 
or road tran,s])ort) eonsisting of seven sjians ol 35d feet, two 
s})ans of 120 feet, a.iul tw'o s[)a,ns (if 20 le(h. A single traek, 
I '84 miles in length, was to eonnect the new Chord to the down 
lines of the East Indian ilailway main lines. A project on 
similar lines, it appeared, liad been under eonsideration since 
1912. As the traffic (ixpocted could not, as then autiei paled, 
inake it remunerative, it was decided to postpone eonsideration 
until a clearer perspective was had of tlie jiossible dovelop- 
meiits at tlie clocks and of ilie roipiirements of the town of 
Calcutta. Tlie Bengal Nagpur Railway, which took some 
mterest in the scheme originally, did not associate itself with 
the latest phase of it, in view of the development of the Vizaga- 
patam Harbour and the possibilities of diverting its mmeral 
traffic from the Central Provinces, and the coal traffic, to that 
port through the Hesla-Chandil Railway, then imdor con- 
struction. The Railway Board, however, were confident that 
in the ordinary course of development the Bengal Nagpur 
Railway trains would eventually have to be brought to Calcutta, 
but considered the scheme justified on grounds of the pro- 
spective traffic on the East Indian Railway alone. The dogks 
when completed, according to the Port Commissioners of 
Calcutta, could deal with 4,000 wagons, one half of which was 
expected fioni the East, Indian Railway. The prospective 
traffic on that railway would, it was calculated, increase to 
an average of 600 or 800 wagons a day and the peak .traffic 

M Proceedings o/ the Ptunding Pwance Omnmittee Jar Bailways, Vol. II, No, a, p, 21 
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t -0 1,000 wagoiiR ])er da_y, jjiwai'cls and luitwai'ds. As the 
existing facilities wtsre inca|)able of dealing witli the nurnbor 
of trains involved, more money would iiave to be siient to 
mci’easc the capacity of the sections by cpiadrupling the Sakti- 
ghai'-Bandol-Naihaii route, which involved the strengthening of 
the Jubilee Bridge on the Bandel-Nailiati section. The C'aleutta 
Chord Railway scheme jirojiosed to meet the additional traffic 
by an alternative route through a new liridge at Bally and 
a line connecting up th(' Howrah- Bnrdwan Chord with the 
Eastern Bengal Railway. 

As regards financial justification, the Rinaueial (lominissioncr 
was not quite sure. Tt is somewhat difficult,' he said, ‘to 
justify the Bally Bridge scheme on .strictly financial grounds. 
But it was considered that there were sufficient arguments on 
broad grounds alone to justify the project. These wore, briefly, 
that any bridge built in the future might ]3ut out of use the 
works tlien constructed, and that in spite of a not encouraging 
trade, traffic was bound to increase in the future ; that there 
wa,3 the danger of having the whole of the East Indian Pi.ail- 
way’s communications with the docks and Calcutta dependent 
on a single line of communication over a weak bridge anti 
consequently tlie advisability of having an alternative route ; 
that there were possibilities of improving the suburban passenger- 
services at Calcutta and bringing the jiroposed eiectrilication 
of the East Indian and Eastern Bengal Railway.s into one 
scheme ; that it was desirable to bring about a comprehensive 
improvement in the terminal facilities at Calcutta ; and finally, 
that there was the important problem of speeding up the coal 
traffic at the docks. The necessity of starting the construction 
of the bridge at Bally, which would inevitably take years to 
complete, was emphasized by the advisability of forestalling 
traffic improvement in a few years’ time, and the action of 
the Calcutta Port Trust in improving the doclc cajiaeity was 
quoted. The general abstract of the estimated costs presented, 
by the Financial Commissioner, Railway, s, stated that the total 

Proceedings of thi Standing Piimnee Voinmiltee for Hallways, Vol. TI, Wo. 3, 

p. 24, 



88 CAPITAL lOXl'UNDITURL DOUlMI TK13 PORT WAR PCmou 


exponditufe on the entire project would amount (<j Its. !7i)-9(l 
lakhs, or Rs. 17-93 lakhs ])er mile of the railway- ft must 
be mentioned here that the question ol hnaneial justdiealion 
of the calculations of the return on cajiital was not d('alt 
with in the memorandum on the project placed ht'fore tlu' 
Standing Finance (Jommittee for Itailveays. That counmttei' 
accorded their ajpu-oval on 5 December 1925, but the Eailvvay 
Board had already' made the necessary arrangements for the 
acquisition of land, etc., some five months eailier. 

The entire project was comjileted by 1931 and the actual 
cost came up to Rs. 320 lakhs. For years it ajipeared a work 
of doubtful utilily. The anticipated inerease in traffic did 
not materialize, and even the actual volume of traffic handled 
dwindled, while the '-ost of construction was almost doubled. 
The prospect of earning the return on the capital invested 
appears to be rather remote. 

Reference may be made here to the construction of another 
group of railways carried out on terms of guarantee against 
loss from the provincial governments. One would have 
expected that here at least the financial interests of the railways 
would have been protected. But defective estimating of costs 
led to the fixing of guarantees which were inadequate to avoid 
losses on certain projects. The case of the Kangra Vadey 
Railway in which a guarantee was obtained from the Punjab 
Goveinraent has already been mentioned. Another instance 
where the Railway Board made a poor bargain as a result 
of ineorrect estimates was the construction of the Shoranur- 
Nilambur Railway in the Malabar District by the South Indian 
Railway. The guarantee in this case was subsequently admitted 
to have been fixed on a more or less rough and ready basis ; 
‘TT-om the rough estimate of traffic receipts and working ex- 
penditure, It was considered that the line would yield unassisted 
4 per cent, and die Madras Government was, therefore, expected 
to pay an additional 2 per cent to make the return of 6 per cent. 
Jiie actual guarantee was based upon a total of Rs. 694- lakhs.’®® 

Piijiito Joeoimts Goinmittte Bepori 1927-8, Vol. I, pp, 262-8 
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Tlic I'ovised esLitnaie.s of the costs ot coixstriiotioii came 
up to Rs. 87 laldis. The maximum guai'anh'O was fixed at 
R'H. 1 ,.‘>9, 000 oil tlu' basis of the oi'iginal estimates of lls. 694 
lakhs. , This has resulted iu a loss to the railway imtil traffic 
de^u'lops to the point where the. return would amount to 
6 per emit. 


ETNAUCIAL EPPRCT OP OPEN LINE WORKS 

We may now proceed to consider the open line works. 
The Railvvmy lietrenehment 8uh-oommittee, after a review of 
the character of the expenditure on the projects comprised 
under this head, observed ; 

‘We put it to tlie Chiei' Coinuiissionoi' of Railways that uiiHmited funds 
w'ore probably re.spousjblo to a ceitain extent for .sonie slackness in sanc- 
tioning the cstiinatc.s Mr (now Sir) Guthrie Russell thought that “slack- 
ness” was too 'harsh a term to use, hut ho admitted that the fact that 
money was easily available had something to do with their taking up schemes 
rapidly. They had taken an ojitimistic view, but their policy was to develop 
the country rapidly, and he thought that this policy would pay sooner or 
later. ..Wo asked the Railway Board whether, in the ca.so ol expendi- 
ture incurred on open line works, they had, after completion of tliese ivorks, 
any moans of verifying if they had yielded approximately the retnm which 
was anticipated at the time when these w'orks were sanctioned. We were 
informed m reply that, if the cominitteo meant by return a financial per- 
centago dividend on the capital investment on open line woika, the Rail- 
wa.y Board had little, means readily at hand to verify whether such return 
has boon achieved. This caused us no little surprise, for we had thought 
that it would be the task of the management of a business conoevn to eiisure 
that means were readily at hand to see that the actual re, suits of any large, 
.scheme undertaken by them were not far out. This is part of the duty of 
any prudent raanagoment, which has an eye on the fmanoiid side of the 
biisine,3S. It is incomprehensible to ns how it can happen tliat, when the 
Railway Board have data to calculate the return before they spend the 
money and when they can produce facts and figures to induce the Htandmg 
Finance Committee for Railways to sanction a work on the understanding 
that it will definitely yield an adequate return, they are not able to have 
the data to verify tlioir estimates afterwardfi The Chief Commissioner 
of Railways agreed that in normal times they ought to be able to verify 
their anticipations but he pointed ont that at present with such a serious 
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drop in iraflio jt would lio difticiilt, lo drau an}' {'onrltiMona j\1(ihh)\ (' i'. 
their open line rvorka rMTc all (OunccLed with each olliei. l‘emodelhn<> 
oi yards, ri'lnying of peimanont, way, lehinhlini:* of bridues and equi]i])ing 
the railways with heavier locomotives lo deal nilh luvii'y frahie hud to 
b(' correlated, and the advantages of any one of Ihese could not he obtained 
without incurring cspenditnrc oii all of them d'hcre ai'e also, we are told 
many other distanhing factors wlmh make it rhtheult. lo cumjiaie the aitual 
results with anticipations, hut we have no donlit that it oucht to he possible 
to make allow'ance for these distiirhiiig faetois and alteinjit lo isohde tlu' 
results of the particular expenditure. In order tliat the Asscjubly and the 
Standing Jt'maneo Committee can place eoiilideme lu estimates Iramcd 
by the Railway Board, they should be able to verify wliether (lie yield they 
expected has been aciiicved. We urge, therefore, tluit, the Uailway Ruiud 
should at once take stops to hare all data necessary for tlic jnirjiosc inaiu- 
tained, and to impress on railway adimmatrations before sanction rs accorded 
lo any propo-sah that they would be held accountahlo for proving that a 
return not far from that which was anticipated had been achieved.', . .There 
should bo automatic maohincry to obtain tliis I’eRuIfc.’'’^ 


Che multiplicity and hcterogcueity of the classes of works 
undertaken under the head of open line expenditure, and the 
intoriocldng of comieoted .schemes with such items as the 
permanent way, marshalling' yards and sirengthening of 
biidgcs, lender them less amenable io analysis, ^ut on general 
grounds, they are open to the same criticisms which were 
advanced earlier against the new construction projects. The 
probability of ill-advised expondituro on open linos i.S greater. 
The bigger and more expensive station buildings may appeal* 
to civic vanity, but their coniribation to earning capacity 
may be doubtful. A considerable portion of the expenditure 
imiurred was more in the class of unproductive emhellishments 
than of improving the service. The fact that funds w^ere freely 
available, as stated by the Chief Commissioner to the Retrench 
meiit aub-couimittce. and could bo had for the mere askiiie 
_as it were, must have led to fancy as well as ueceLsary and 
useful schemes bemg^ proposed, accepted, financed and carried 
out. The facility with which the railways could embark on 
very large expenditufes without even scrutinimg their full 

« KeMmrnf .WommUlo, Heport, paras 122-3, pp. 43-4, • 
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iiuplicaiioiis i.s I'cadily iflustratod, Take, for iiistimee, the 
ease of iho aul/omai’io couplers for whiok owr oiio crore of 
rupees vv^as pT'oposed and ot whieli lls. 70 lakhs were aJlofied 
for expenditure dining lOikh-O. When the proposal was first 
brought up, it was I'esolutoly opposed by the non-oftioial 
meinbers of the ifsKembly, and a motion for reduction was 
defoatcil at tJio instance of Cl'overniuent, which insisted that 
tins {irovision was abaulutoly necessary. The entire provision 
lapsed towards tho close of l025-(). it was later adimttcd that 
the provision was made before the Liailway Jioard liad realty 
arrived at a decision on tlic tyjic of automatic couplers to be 
used and the kind of tivinsition device to be employed.'''^ 

Auotlier instance of the same type is afforded by the 
projiGsal for a drainage canal on the Ivadu Lake on the Burma 


'I’ho follow luy oxU'aclis fioni (lio pi'uccciUngM ut iho Uublic Aoi’oiiuIm OomimUoo 
throw luHher imhb ou thih (|Uohfioiii . 

lUi. Jonh) ‘liavo yon given np tho nlo.i o( autoinntio i.'ouplorM 

Ml. Famous- ‘Thoy am still ("camming wliat 'tspos ol automatic couplor should 
be adopted and also about llipir cobi. 'Flioro is no doubt the cost mil consKlorably 
mcroaso over and abovo what wo uxpoctod at tho bogiiming,’ 

. 1< ^ ^ 

C'htimiiiiii . ‘It Is reidlv a geiionil question IboviMon is niftdo for aucomatic couplers 
entailing couiidorablo e.\poiulitui'o tins yi'cii mid ui tlie ond nothing hus been spent. 
What IS jQiir lustification for iiickulmg tho sum ot Ks 70 lakhs for this osiionditura 
111 tho oiiginal estunates 

Ml, Pnmoits . ‘Boiaiise at tho tune th<i,> oxpeetod to spend it and suAsequenlly thoy 
found (hlficiiltios in doroding on the t>pa of automatic couplers that aio to be used.’ 

OhaitDi'in . Surely, at the tune ivheu the Ks 71) lakhs was maorted you liad reached 
a stage vi'lioii you had dufided on tho particular kind of automatic couijlor to be 
used 

Mr. Hajjman (DirHebor ol Fmanco) • ‘Yoa, that is so. Tho teclmioal .side informed 
Mr Sun that they would bo able to dociile within tho year upon a pavtionlar class 
of automatic coupler, but there wore difluailtios about getting a suitable transition 
device 'I’hey hoped that they would bo able to incur tho expenditure m tho course 
of the year When this transition device question was bomg dwcussod, other ques- 
tions arose. Naturally wo are investigating tho whole qu 6 .sti 0 D Wo want to 
adopt the most suitable form of eunplci , one which would be mo.st economical.’ 

Ohaniium ‘ft really comes to this, that piroviiuon was made for a particular ox- 
piendituro bofore ;iou liad really arrived at a decision as to tiie particular kind of 
automatic couploi to bo used.’ 

Mr. Ilnijmim • T would say, that this was partly so.’ 

^ 

Mr. H. G. Cocke -. 'My recollection was that it was put ns a toirtativo provision ’ 

Mr. lianrjaswcmii hjen-jar -. 'My recollection la to the contiary. My recollootion 
is tliay said, ' Thi.s is the first matnlment If this jirovision is finished, we will have 
to buy automatic couplers right through ui all the railways which could entail much 
laigor oxpoiiclituro Wo are going to spend this sum this year and in subsequent 
years wo will come for larger expenditure.” Is it not rather stra.nge to embark 
on a scheme like that without proper iiu'ostigation or scrutiny and without any 
sort of chock ?’ 

ilfr. Faisons : ‘There was a very careful chock anS scrutiny ou the teclmioal side.’ 

Ohad-man : 'I thmk wo are ontitlod to make somo comments because tho teclmioal 
officers wore allowed to swoll tho budget by putting m this provision m tho budget,’ 

Puhlio Aooounts Ooramittee Report 1928-6, Vol. JI, pp. 803-5.' 
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Eailways. Owing to heavy rams in lUitS, Ihc hike Innl iniTt'aM’d 
from about 3 square miles to 7(l stiusre miles ami llie uater 
level had risen about 8 inches almve. rail level, winch miees- 
sitated a suspension of all trallie. It was proposi'd to lower 
the level by cutting a spillway Irmu liu' soulh end oi' tli>' lukii 
and allow the water to eseupe on the lower eiamml noi'lh of 
the Aldr Branch -to another lake eumieeled w i1 li the Irrawaddy 
River. In February 1928, the (hn'm'iiment of India sanctioned 
an estimate of Rs. 9'82 lakhs for Ihe work, ami again iu Xo\mn- 
ber 1928 a revi.sed estimate of Its. 15 laklis chargeable to 
capital. Similarly, two major woihs, the Lower Mono Rridge, 
estimated at Rs. 35 lakhs, and the Jutnna ri'girdermg, 
estimated at Rs. 32 laldis, wiu'c sanctioned iu 192(5-7 on the 
basis of abstract estimates alone. No detailed estinuitos were 
either prepared or sanctioned. AVhen tills was brought to 
light, the chief engineer reported tliat tlio first scheme was 
practically completed and that the detailed estiinate.s 'were 
under preparation ; and as regards the otlior, that the work 
had been finished and no purpose would bo served by the 
preparation of detailed eslinuites ! These instances taken at 
random from the post-separation ]n‘Ogvam of open line Avorks 
indicate that financial considei’atioiis wore not giAren adccpuite 
attention in the adoption and execution of 1bo cajiital 
schemes. 

PRODUCTIVITY OP RAILWAY INA'RSI'MEN'L' 

It is not easy to test the productivitjir of all thc^ cajiital 
expended on open line works. The instances already 
mentioned of the policies that inspired capital expenditure 
indicate that there has been a large element of ovei'-estiination, 
excessive expenditure on projects of doubtftil immediate 
financial retiuii, and consequent lowering in the return on 
raihvay capital. The Wedgwood Committee, commenting iu 

.K> on tlio effects of capital expenditure on ojion line Avorks; 
stated : ' , 

f- catmoi help feeling that, in the past fifteen years, stations, Averk- 
in lops and niarshaffing yards have often been hnUt to be the last Avord in . 
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r.whvay io( huiq\io la.tlier iliati oil <i earolul ualculation of probable ro- 
quireun'uis, and tin, I prosUge had peihapa uouuted for more than prudence 
It IS tho woi’rft leature of such overgrown schemes that thiq^ continue to 
burden the railways with exicossivc costs of maintciianco and operation 
(|uite apart from tlie excessive interest cluirgo involved 
Wo raay conuliido tlio present survey oC the capital jiro- 
gram since the separation with a brief exanunation of its ofi'ects 
on railway hnanco a,s a whole. The immediate nffoot of 
the additions to capital was the inllation of fixed charges, 
jxu'ticuhij'ly on account of uitorost.^* The trend as regar'ds 
interest cliargos during 1024-32 will be clear fj-om the figures 
in the following table ; 


TABLE 15 STATEMENT OF (JAPLTAL AT CHARGE AND INTEREST 





CHARGES '• 





- 

(Jls. in crores) 






Percentage 

Percent, ige of 

Mean y 

Yoiu' 

t'apital 

IntercisL 

to capital 

not revenue 

31 % a, 





to capital 


R.S 

Ra. 




1920-J 

586 

19‘88 

3-4 

4-5 « 

6-3 

1924-6 

643 

23-90 

3 7 

6-8 

5-4 

1925-6 

063 

24 81 

3-7 

5 1 

5 0 

1926-7 

690 

25 87 

38 

48 

4-6 

1927-8 

722 

27 27 

3-8 

6-3 

46 

1928-9 

747 

29-33 

39 

50 

4 8 

1929-30 

778 

30-46 

3-9 

44 

5-2 

1930-1 

79] 

33 72 

4-2 

3 5 

5'4 

1931-2 

798 

33-07 

4 ] 

3 0 

6 2 


Idgui’es lor capital, interoht aiul jiei'oentuKO foi not io\eimOb tor Ji)l!4-32 taken fiom 
Bmplanaiui y Memorandum to Kailuvy Budget 1030-7 

It will be observed that interest charges had gone up at 
the end of 1931-2 by about 40 per cent, whereas the capital 

Report of the Indian Railway Enquiry Qommittoo, lieruinal ter rcfeired to as the 
Wedgwood Committee Report, para 74. p, 43. 

The calculation of intoiest on tlio capital at charge of tho liiihaii Railways is by 
d special procedure. Tho capital required by the railways is proiuded by Govern- 
ment by borrowings by the Govermiiejit of India and the Secretary of State. O’he public 
debt on this account consists ol the ‘Speciflc’ Debt ainounbiiig approxiniatoly to one- 
sixtli of till? total On this interest is fixed at the rate at which the loans were raisod. 
As regards tho balance, ainoiinting to about five-sixths of the total railway capital, it 
lorms part of the ‘Non-specific/ Debt of tho Govoriimont of India. On this nitevBHt 
IS worked out not on tho actual cost oi borrowing but at the average rato foi the year on 
the mean noii-.spocific debt ol India. The average itself is split up into two, a certain 
rale for the oxjjoiiditure incurred up to 1 111(1-7, and a difforont rate on tho capital piovided 
subsequent to that year. Thus during the period covered* by tho present survey, 1924-32, 
the interest on the expenditure up to the year 191()-7 was 3’33 por cent, while that on 
the sub.secpi6nt expondituie has varied from 6‘31 per cent to 6'70 per cent. Thus the 
interest charges on the capital raised after 1910-7 are not fixed; they fluctuate from 
year to year. 
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ai charge had iuereatiod Ijy only 25 per cent. As will he iouiul 
later, iiiucli ul the Hubsocjueiit diiheuKtes t)l luilways te eaiii 
jirofits sufficient to cover iutercsl' on cu-pdal is to he attuhutiMl 
to the rapid increase of interest elia,rgi‘s. hirst ly, the 
additional capital did not produce a eonvspoudiug return. 
Secondly, it may be nolieed that tlie poreeidiigt'. ol net revenue 
to capital gradually eaine down Ironi 5'8 per e(Mit to o per e(ml 
in 1931-2. 'I'hirdly, the comparative yields from railway 
capital, and from 3^ per cent securities which are looked 
upon as the barometer ol tlio cajiital market, show marked 
differences. While the cost of borrowing had gone up eon- 
siderably, the rate which the railway.? were paying on their 
eajiital was well below the carrent market I'atos. d'ho com- 
parison of the piorceiitage of net traffic receipts to railway 
capital and the mean yield on 3^- per cent secutiui6.s indicates 
that railway eaiinngs were not abnormally or unusually 
large during the immediate post- separation years, and that 
during the last throe years of the period under review, 
not receipts I'emamed materially below the market yield on 
capital, the difference amounting to more than half of the 
latter in the last year. 

It may be readily conceded that the expenditure incurred, 
the improvements effected, and the constructions eomplotod 
have rendered the Indian railways a far more efficient instru- 
ment for transportation than they were a few years ago. But 
the present survey indicates that the achievements have not 
been altogether commensurate with the costs. In fairness 
to the railways, it must also be stated that the psychology 
of the prosperous period favoured that policy, and this is 
indicated by the exaggerated terms in , which the need for 
imxirovement was emphasised by the Acworth and other 
committees,®® and the funds granted by the Legislature. The 


Tho Woil(i\vciij(l Committci) obsoi'vtiil ‘l\o rei‘ogm/.u thal cUTOinatancoti m tho 
poA-ww tlW'nrto orn'oiiragiid optiiui-tii- oxpor.tatious wlucli have not so far been realized. 
Wo roi'oj'iuzo also tliat a good dual of (.ho capital expendituro moim-od was at the 
in-.taneo qf and umlor prossiivo fiam Oovcrruticmt authorities. Thors remams, how- 
ovm-, )l CQusidt'i-ablrt romduo of oxp.'adituro which, iu our opinion, must bo attributed 
Ut (I ilcficjuiit MHiHo of proporliou oa tho part of the railways themsolves.’ Wedqwood 
(Jiimmiike Jlrport, para 74, p. 43. 
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] 308 i-Wcar I300111 (Tcatccl an aiiiiosplicre of optimism M'liich 
did iiot ()i'Ook ihe idea that pmspoiity might be slpa'i- lived. 
Capital expenditure wa.s accordingly jnciirred, to ipiote the 
Wedgwood Coimnitteo. on ‘too lavish a scale.’ Many of 
the 0])en line and construction projects were ov<'r-<'a.])iialized, 
and in some cases wore even unnocessary. ihit thoir title 
to financial justification was never ad'orded an onportunity 
of being proved, lor the depros.sioii started within a year or 
two of the completion ol' the schemes, if ('xperionco arises 
from making mistako.s, the Indian I’ailways have compassed a 
rich legacy of it for many years to come ; ami if the value of 
experience is to make one more careful, the record of the post- 
separation yeans decidedly had the efferf. of making railways 
more cautions in their estimates, more eircunispoct about 
new schemes, and certainly more rigorous in thoir financial 
control. With the broadening bases of onr econonne life, 
there can be no doubt that expanding production and con- 
sumption may overtake the additional capacity represented by 
much of the physical assets added tiirough the ca|)ital jirograms. 
War-time ex])erience since 1939 has already shown that the 
additional capacity provided has jiroved an assidi of groat 
value. 

Wo have discussed in this chapter the extent and improve- 
ment of the physical assets of the Indian railways dining the 
post-separation yoai’S. .As tran.s])ort is 'es,sonlially a ])hysical 
operation, the adefjuaey and effieieney of railway eqniji- 
mont have an important bearing on the financial results of- 
working. The final test, of the wisdom of capit.al ex])enclituro, 
the utilization of assets and the pifiicy of pricing transport 
is afforded by the ability of the railways to earn enough to 
meet the expenses incurred, to pay interest on capital, and 
to leave a balance* as profits. To this subject, the financial 
condition of the Indian railways during the ])ost-soparation 
years, wo now turn our attention, 
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inNxVNrfAL STATUS OP fXDlAX PvMLWAYS 

Tinancial sbiitn.s of inrliaii railways - 'I'lu' oiin-,iliny lafio, i)7, l‘osf'«,ir 
tronds of groas eaniiiiga and working ex 1)1) NlI- (.•ariuiig pouci 
Ratio of not oarnmgK to rapilal at cliaiar, Ktl. (k-nn i.o (lovi'rnaKmt 
103 

Finaiioial .status of tlu> Indian railway sy.donis, IdO Oju rating ratios of 
Class I railways, 107 Net (‘arnings, Kill Net gain oi los.s to State from 
the State-owned railu ays, 1 1 1 

State-owned raihvaj'a • changes in aeeounling and new finain-ial concepts, 
]1,3. Trend of operating ratio thmiig 11)2-1-37, lid (ieneral .snrx’oy 
of railway finance after the Si'iiaration Convention. Net leceipts and 
Contribution, 117 Railway finaneo during llio depression. Retrenchment 
of oxpondituro, lit). Decline in receipts and reduction of expenditure ; 
effect on net receipts and the reiinn on capital, 121. Stoppage of the 
contribution and deficit.s, 122. 

Financial results of the piincipal State-oivned railways : average results of 
pre-depression and depre.ssion periods compared, 124. Differences 
between state-managed and company-managed railways, 132. 
Conclusions, 134. 

The financial results of State-owned railways during the 
early twenties, it may be recalled, .caused a great deal of 
concern to Government and the public alike. Hallways 
had failed to earn profits and threatened to become a liability 
to the taxpayer. The attention of three committees — the 
Acworth, Hailey and Inchcape Committees — was, as already 
mentioned, directed to the unsatisfactory state of rail- 
way finance and their recommendations were designed to 
improve operating results. The measures adopted to give 
effect to the recommendations of these committee.s culmi- 
natmg in the separation of I’ailway finance had for their 
principal object the rehabilitation of the finances of State- 
- owned railways. The Separation Convention required 
State-owned railways to be operated on commercial principles 
and to pay the State a definite rate of contribution. The 
results of railway working since 1924 have, therefore, to be 
Judged in the light of their success in conforming to these , 
standard.s of operation. Before proceeding to discuss the per- 
formance of individual railways during the post-separation 
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])eTio(r, i1. will ho iK'lpfiil to oxiimino the financial po.sition of 
Tndian i'ailwa.y,s, (i-cai-cd as a smp,ie system. 

THE OPEKATTHG RATIO 

To olitain a true pictm'o of the fiiianeial position of 
Tndian railways, it is necessary to eonsiclor not mei'ely the 
situation in 1924-5 or any pai'ticular year in the pro-wai> or tho 
post-war decade, hut also the trend over a longer j’ange. It 
will be sufficient for onr jiresont purpose to extend our survey 
hack to 1900. In an attempt to ajipraise the financial results 
of railway operation, the ‘operating ratio’ provides a valu- 
able index. The operating ratio expresses tho relation between 
the total gross earnings and working expenses. Tt is com- 
puted by dividing working expenses by gross earnings. 
Working expenses do not, of course, include interest or’ 
5 , profits. An operating ratio of 100 implies that the expenses 
of providing transportation are equal to the total receipts 
from the patrons of the railway and that nothing is left for 
the payment of interest on capital invested in the undertaking 
or profits to the entrepreneurs. The lower the operating 
ratio, the more favourable the results for the railway. Every 
railway management consequently endeavours i,o keep down 
the operating ratio in order to increase jirofits. • 

The o])erating ratios of Indian railways treated as a. 
single system for the period 1900 — 1936-7 are shown in 
Table 16. It will be noticed that the ratio during Ibo greater 
part of thc/finst decade, 1900-9, remained below 50 and that 
during the last three years it rose to 60 and deehnod to 56. 
During the next decade, 1910 — 1919-20, the ratio oscillated 
between 46 and 57 wdth a tendency rather to go up than to 
come down. The developments during 1914-8 ou account 
of the war with its restrictions, abnormal movements and 
higher cost of materials, were reflected in the operating ratios 
of these years, despite the counterbalancing effects of arrears 
in maintenance, repairs and replacements, which, if they 
had been carried out, might have increased considerably the 
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R.AI1AVAY DlMRl'VriNt! RATIOS 


(Alii- Rau-wvvs) 


in. n«/T,s) 


Yoav 


OrOHS oarninifH 
Rs 


Woikin'' I'xpi-nsrN 
Rs 


Opcrutmi-i, rntio 


1900 

31 54 

1901 

33 60 

1902 

33-93 

1903 

3601 

1904 

39 65 

1905 

41 70 

1906 

4414 

1907 

47 31 

1908 

44-83 

1909 

47-06 

1910 

51-14 

1911 

55-28 

1912 

61-65 

1913 1st Qr. 

16-24 

1913-4 

63 59 

1914-5 

60 42 

1915-6 

64-66 

1916-7 

70-68 

1917-8 

77-36 

1918-9 

86 29 

1919-20 

89-15 

1920-1 

91-99 

1921-2 

92 89 

1922-0 

105-65 

1923-4 

107-80 

1924-5 

114 75 

1925-6 

113-39 

1926-7 

112 36 

1927-8 

118-26 

1928-9 

118 87 

1929-30 

116 08 

1930-1 

100-57 

1931-2 

97-21 

1932-3 

96-21 

1933-4 

99-58 

1934-5 

102-8] 

1935-6 

103-84 

1936-7 

108-07 


1.5 09 

47-85 

15-72 

46 79 

16 70 

49 -21 

17 ll 

47 52 

18 7S 

47 36 

19-95 

47 85 

22 02 

49 89 

24-32 

51 4-2 

27 00 

60 24 

26-38 

56'0() 

27-16 

53-10 

28-84 

52 17 

30-16 

48 92 

8-49 

52 28 

32 03 

51-79 

32-74 

64-19 

32-92 

60-91 

33-40 

47-26 

36-37 

45-72 

4180 

48 45 

S50-66 

50 81 

60-29 

05 54 

70-80 

70 22 

72 99 

09 0!) 

68-45 

63 50 

69 37 

00 45 

71-09 

62 69 

69-70 

62 04 

72-60 

61-39 

74-62 

62-77 

76-49 

65 02 

74-23 

69-66 

69 09 

7108 

68 90 

' 71-61 

69-54 

69-84 

70-60 

68-67 

70-94 

68 31 

69-93 

64-74 


* (lompilod from trho Administration mid Railway Board’s Reports, ' Vol, II for 
pacli year. 


working expenses and, therefore, the' operating ratio. The 
period was also characterized by a steady growth of earnings 
and a progressive increase -of expenditure. Bnt the proportion 
of increase in expenditure was greater than that in earnings. 
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The operating ratio for 1020-1 stootl at OS'S. The Tlailway 
Board stated in its report for 1920-1 : 

• 'fhi' abnormal lacreaso in working oxpeasus of railways . itJ a matter of 
very groat cunoern to tho^o who are responsible lor the admmistration. 
It iH also a question in whioh the public is very intimately intorosted, 
since, unless some oounteraoting method can be devnsod, the result 
must eventnally bo refleotod in a rise in the cost of transport or, in other 
words, in inorexsod rates and fares.. .If railways arc to maintain their 
former fiuanoial .statu.s, the roadway, s must bo prepared eitlier bo check 
this tendency by economy or to neutralize it by meroased oaniing capacity 

lu the following year, 1921-2, Ibe tvi/lio roso still 
higher, reaching 76 per cent of the gross earnings, the increase 
over the previous year’s proportion having been no loss than 
10-7 per cent. ‘Working expen.sos have ■ risen to an un- 
precedented degree and the earning power of the linos has 
not I’espondod,’ complained the Railway Boavd.^ Che year 
1921-2 jwoved to be a deficit one. After an attempt to locate 
the permanent and temporary causes, the Railway Board 
hoped that ‘a sensible degree of our pi-esent infiatod working 
expenses will disappear gradually as the linos are brought 
back to normal conditions.’^ In the following year, allowing 
for extensive economies and retrenchments, the In oh cape 
Committee fixed the limit of Rs. 64 croros for the working 
expenses. Not only was this figure not maintained, but the 
performance during suhsec^uent years tended more to keep 
the operating ratio above 60 than to bring it down to the 
pre-war level. 

The financial results of all railways from 1920-1 to 1929-30 
indicate a steady increase in gro,ss revepuos. But working 
expenses, which had I’emained relatively stationaiy at the 
beginning, gradually increased to Rs. 75 49 croios in 1929-30. 
The operating ratio also records a similar upward movement 
from the year 1927-8 onwards. Although a reduction during 
the decade from a ratio of 76‘22 to 65'02 is substantial, it is 
still a long way from the pre-war level of 50. 

1 Railways in Mia Administration PP- 21-2. 

“ Indian' Bailwniis Administration Report 1921-.-, Vol. I, p. (i. 
a Ibid, p. 21. 
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Wf. may now turn tbi’ a moniciit (o LIki troiul. (iurinij, tins 
poai-war dooadn, of gross oaniings and working i'\])onscs. Ihn 
two variables from wdiioh thn uiH'raiang ratio is derived. 
Taking tlie average of the tliri'e yeai's ended lUld-T a.s Ike 
base, the. porcoutage relation of gross earnings and working 
expenses during the post-werr diaaidi' may be, Siam i’roin the 
figures given m Table 17. 


TAULU 17, 


Yuai' 

i'JU-3/i 

19il-2 

1922-3 

19-23-1 

1924- 5 

1925- 1) 

1926- 7 

1927- 8 

1928- 9 


rnROUNTAUKS UK (UlOSS KAllMNllS AXI) W'OUKIM; K.X I’KXSMS 


I’t'i (.•('ul.af’o 



I’l'i ri'iil 

I’l'i 1 I'll! ii),n 

oro.n. 

oi w.n. 

\\ ,11 

oi o.n 

()l W'.K. 

100 00 

loo 00 

1929-30 

192 92 

210 3.S 

}r,4 37 

231 07 

1930-1 

177 11 

212 20 

175 58 

238-21 

1931-2 

101 51) 

225-19 

179-10 

2-23 to 

1932-3 

159-88 

2-24-87 

190 71 

220 10 

1933-1 

;«5-,5o 

225 90 

188 41 

232-07 

1931-.'> 

. 170 87 

230 11 

186 71 

227-48 

193.)-0 

172-58 

231 52 

190 51 

197 55 

230 95 

213 54 

1930-7 

179 01 

228 23 


All exaiuinatioii of these peveentages indicates that tiie 
increase in working expenses has been greater throughout. 
In 1921-2 working expenses had increased to 231, whilo gross 
earnings had gone up to only 154. Railway earnings gradually 
increased to 198 by 1928-9, representing the high-water 
mark of railway revenues. Working expenses, despite the 
retrenchment measures of 1922-3, fluctuated between 231 
and 237, and rose to 244 and 246 in 1928-9 and l929-3(» res- 
pectively. The percentages clearly prove that working ex- 
penditure had stuck at a higher level, which in 1929-30 stood 
at two and half times the basic figure. It looks like a partner- 
ship between a slow steed and a fast pacer ; railway revenues 
failed to keep step with the increase in expenditure. 

IDunug the period of the depression, 1930-7, working 
expenses decreased £,>om 242 to 226 iii 1931-2 aiid remained 
at that level till March 1933. There has been a tendency for 
the percentage to rise slightly sinceThat year. The reduction 
3'efleots the effects of the economy measures pursued during 
the period. Looking at these figures from the point of view 
of the long range trends, the standards of expenditure do not, 
appear to have been affected to any appreciable extent even 
during the period of the deficits and economies. Prices coming 


<* 
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down duj‘ing the preceding fifteen years ought to have had 
some efl'oct on expenditure, and the real expenditure must 
have been more than that sigififi'ed by the percentages. When 
correlated to the price-level, railway expenditure wiU be seen 
to represent considerable rise. Earning.s on the other hand 
dropped from 193 to 160 in 1932-3, but recovered to 171 in 
1934-5 and to 180 in 1936-7. The ligui'es indicate that working 
expenditure maintained a new and higher ratio than was noticed 
during the pre-war period. 

it should be observed, however, that one cannot be too 
cautious in arriving at conclusions from an examination of 
tlie operating ratio. It is only at best a rough criterion of the 
financial success in management. A low percentage per se 
apjiears to denote an efficient and prudently managed adminis- 
tration, whereas a high percentage per w indicates expensive 
or wasteful management. It is well to bear in mind Eaton’s 
description of the ratio as a convenient and quick summary 
of results ; it merely shows the actual profits without giving 
any idea of the possible profit or the potential earning capacity 
of the system. Being a ratio between two variables, anything 
that affects either of them upsets the comparison. Einal 
conclusions as to the meaning of the operating ratio cannot 
be stated until the effects of changes in freight or jiassenger 
rates, volume and character of traffic, rates of wages, working 
conditions, prices of materials, etc., have been ascertained. 
But other things being equal, the operating ratio is an index of 
the effectiveness of operation and the efficiency of management 

NIST BABNING- POWER 

We may now proceed to another test of railway perfoi-- 
mance, namely, comparison of the net earning power. Net 
earnings constitute the surplus income left after meeting 
working expenses. As the capital invested in Indian railways 
is mostly borrowed, interest charges are a fixed liability which 
has to be met from out of net earilings. Net earnings, 
therefore, indicate the financial strength of the railways from 
the point of view of the Government of India, and they are 
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(Alt. Ruiavws) 

<«' ’“ f ,■ dl.. 01 „«1 »n,mB.-. to 

Y„, UipifaUl-clfB" ■ ■ 


L I u - 

capital 


lOUO 

1901 

1902 

1903 

1904 

1906 
1900 

1907 

1908 

1909 

1910 

1911 

1912 

1913 1st Qt 

1913- 4 

1914- 5 

1916-6 

1916- 7 

1917- 8 

1918- 9 

1919- 20 

1920- 1 

1921- 2 

1922- 3 

1923- 4 

1924- 5 

1925- 6 

1926- 7 

1927- 8 

1928- 9 

1929- 30 

1930- 1 

1931- 2 

1932- 3 

1933- 4 

1934- 5 

1935- 6 
1930-7 


R8. 

:i29-53 
339 17 
349 77 
341 Hi 
352-87 
358-52 
371-27 
391 87 
411-92 
429 83 
439-05 
450 07 
465 15 
470 91 
496-09 . 

619 22 
529 98 
535-28 
541-80 
649 74 
566-38 
626-81 
647-97 
697-46 
717-93 
733-37 
764-32 
788-07 
822 86 
831-39 
866 75 
869-81 
876-34 
884-91 
884-41 
886 47 

879- 57 

880- 13 


Its 

16 45 

17 88 
17-22 

18 90 

20- 87 

21- 75 
22 11 
22 98 
17-82 
20-68 
23-99 
26-44 
31 49 

7 75 

30 66 
27 68 

31 74 
37-28 
42 00 
44 49 

38 50 
31 70 
22 09 
32-66 

39 35 
46 39 
42-30 
42 66 
45-.66 
44-25 

40 60 
32-34 
2811 
27-31 
30-04 
32-21 
32 90 
38-14 


4 99 

5 27 

4- 92 
5 54 

5- 91 

6- 07 
5-96 
5 86 
4-33 

4- 81 

5- 46 

5 87 

6- 77 
1-67 

6- 19 

6 33 
5 99 

, 6 90 

7- 76 

8- 09 
6-80 
6-06 
0-41 

4- 68 

5- 48 

6- 19 
5-61 
5-41 
5-66 
5-32 
4-74 
3-72 
3-21 
3-09 
3-40 
3-54 

3- 74 

4- 33 


1930-7 «80-l.l , ; . . / Vol II, 1006 fur lflOO-4, 

1916:a-1020-l . the Ba,.ay 

' rt . f^<imt)auios. 

Cli.r»4A 4<*rt-rv^ 
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Duliiig Uio lirst decade, staiding Ironi 1900, Jiot earnings 
ol Indian railways averaged 5‘37 per cent. An increase 
was recorded in the sucecoding decade ending 1919-20, and 
the net earnings rose to r>'52 poi' cent. During the Jour years, 
1920-4, there was a decrease to 4-66 per cent, and 
recovery to an average of 6'47 per cent in the next six 
years till the comniencemcnt of the depression. For the first 
quarter of the century, 1900 — 1923-24, barmig the effeets of the 
compulsory reductions in expenditure during 1914-8 owing 
to the war, railways earned on aji average 5-73 per cent 
on capital^ ; and, if we include the next six years, net 
earnings work out for the period, 1900 to 1929-30, at the rate 
of 5'68 per cent on the total cajiital. 

It is interesting to compare these results with the trend 
of not earnings during the seven years of depression which 
' followed. Average net earnings araoimted to 3'58 per 
cent, representing a decline of two-lifths as compared with 
that of the first three decades of the present century. 
Including the depression years, the average for the period 
1900 to 1936-7 amounts to 5‘28 per cent. The record seems 
on the whole i/O indicate a satisfactory performance. 

GAIN TO GOVERNMENT 

A third test of the financial stability of Indian railways 
is to be found in the net gain to the Government of India from 
railways. The net gain constitutes the halanco of net 
earnings lefi after meeting interest and othei- indirect charges, 
and forms the surplus available to the State from its railway 
investment. After the continued losses incurred by the State 
on railway account in the last century, the tide turned in favour 
of the State in 1900. The surplus to the State in that year 
.amounted to only Rs. 11 lakhs, but it gradually increased 
to larger proportions. The gains or losses to the State since 
1905 are shown in Table 19. Starting from 1905 the gain to 
the State averaged Ri§. 2-39 crores a year in the first quin- 


‘ Only 2't years. 
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queiinium oDclod 1909. During the next' two t[uiin|iH'nn!<v, 
!910 to 1914-5, and lOJS-O to 1919-20, the not gain incrca.s('fl 
to anhual averages of Rs, 5-27 crores and Rs. 11 '48 croroM 

TAElJi] 10. DIRECT GAIN OR LOSS TO THE 8TATB EROAl 

RAILWAYS'- 


A^ear 

hi lakU of JRs. 

1905 

3.01 

1906 

3.46 

1907 

2,37 

1908 

1,86 

1909 

1,24 

191(1 

3,01 

1911 

6,69 

1912 

7.22 

1913-4 

7,19 

1914-5 

3,23 

1915-6 

6,11 

1916-7 

11,22 

1917-8 

14,87 

1918-9 

15,85 

1919-20 

9,34 

1920-1 

5,64 

1921-2 

—9,27 

1922-3 

1,22 

1923-4 

6,44 

1924-5 

6,78 

1926-6 

5,49 

1926-7 

6,01 

1927-8 

6,28 

1928-9 

5,23 

1929-30 

6,12 

1930-1 

5,74 

1931-2 


1932-3 


1933-4 


1934-5 


1936-G 


1936-7 



p u Railway Finance (Jonmitlea 

Report. 17 Docomber 1923 ; tho figurea from 1920-1 to 1923 - 4 - taken from the J?ra 7 M.y 

RaRway Board's 

contabutiQiis to_ tlio general revenues fixed in accoi dance witli 
ut flit ' ‘'o^ejwa -wrtli the separation of the Railway Budget from the 

Lanmal Budget. The contribution, a do not represent tho not gain ; they are only a part 


respectively. The substantial rates of gain had by 1919-20 
become such a regular feature of the finances of the Govern- 
raont of India that the ^Financial Relations Committee assumed 
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a eontribufciou fcoin i-ailway I'OYeiiiies to bho State eveiy year 
of 110 less than 11s. 10 p crores. Tlio collap.se of railway earning.s 
in 1020-1 lort to an increase of I'abe-s and faros and the imposition 
of a iSiiroliargo to secure the oontribution to general revenues. 
In 1921-2 there was, as stated earlier, a. deficit of ovor 
Rs. 9 crores and the position only improved to a small siirpliH in 
the next two years. The average net gain to the State during 
the four financial years, amounted to 11s. TOl crores — ^about 
one-eleventh of the average net gain during the provious 
qninqnenninm. 

The gain to the State represents the residual profits' after 
meeting the interest charges. With the Sejjaration Conven- 
tion, the annual payment to Government by the State-owned 
railways was, as referred to already, fixed on a different 
principle. It was limited to a contribution of one per cent 
of the capital at charge on the commercial lines one-fifth 
of any surplus, the balance being transferred to a reserve 
fund.® This fact must be kept in mind when comparing the 
contribution since 1924 with the payments to the State during 
the preceding years. The contribution to general revenues 
during the first six years following the Separation Oonvontion 
— a period often referred to as one of great railway prosperity — ■ 
amounted to an average of Rs. 5'99 crores. The balance', 
averaging Rs. 2 '79 crores a year was transferred to the reserve 
fund. If we add these two figures we get a general idea of 
the amount of the net gain to the State which might have 
accrued but for the convention. On this computation, wo 
get an average surplus of Rs. 8’78 crores for 1924-30. The 
actual surplus under the pre-separation system of accounting 
would have been greater, since the institution of the deprecia- 
tion fund in 1924 created a new charge on current revenues, 
which was higher than that incurred before on account of 
renewals and replacements. During the period of the de- 
pression, a oontribution of Rs. 5'74 crores was jraid for the 
first year, 1930-1, only, and the contribution was suspended 

® Anp, p. 32. 

}4— .15141? 
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witli effect from tlio following year. Although fcho contri- 
bution according to the convention is a dohnito liability on 
future sui’xduses, the policy of Government appeared to treat 
it as if it did not exist. The average rate of gai)i spreniling 
the contribution of 1930-1 over the seven years 1930-7, amonntod 
to a little over four-fifths of a croro. 

It should be stated here that the general survey attemx)ted 
in the xireceding jiaragraphs deals only with major ii'onds. 
It needs, jiarticularly during the post-separation ptuiod, to 
be qualified in the light of eortain considerations to bo taken 
U]) later. But the conclusions which emerge from the revieiv 
of the financial results of Indian railways from the beginning 
of llie present, century, and whicli are not affected by other 
facts, may be .summed u]3 as follows : 

(1) gross earnings of Indian j'ailways have inm’eased at a 
progi'ossivo rate ; 

(2) working oxpen.SG.s have increased more in proxiortion 
than earnings ; 

(3) gross receipts on the whole have boon sufficient to meet 
all charges ; and, 

(4) besides meeting interest charges, net earnings liavo left 
a sidistantial surjilus as gain to the State. 

FINANCIAL STATUS OF INDIAN B-AILWAY SYSTEMS 

In the brief survey just concluded, Indian railways were 
treated as a single system, and the financial results were ex- 
X>rossed in totals, including all railways. One can hardly 
expect the performance of each railway to conform 
strictly to the average figures stated for all the systems. 
Railways which serve economically under-develox>od areas 
must, in the nature of things, be financially weaker than 
those 1 umiing through more jirosperous regions. It is, therefore, 
necessary to appraise the financial position of individual 
systems. Before proceeding to a detailed examination of 
fetato- owned railways after the separation of railway finance, 
a general review of the financial record of these systems 
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siiiGO 1900 may supply a useful background. For this purpose 
the principal. Class T railwa}^^ -owned by the State — and their 
prodecessoi's prior to 1922 are oxaminod. The railways liavo 
been arranged into tvYO groups, state- managed and cxunjiany- 
managed, for facility in comparing the financial record of those 
lines which since 192-1 have passofi from company to state 
maiiagcment. The financial results of eacli railway arc exaimined 
in the light of the throe tests applied in the preceding para- 
graphs, namel 3 '', oporaiiug I’atio, net oarniiios and gain to 
the State. 


T/ie operating ratio 

The operating ratios of the principal Class 1 railways 
exhibit a groat diversity in o]yeratmg results. The A. 11. recorded 
a ratio up to 99, while the B.&N.W. — except during 1936-7 — 
never exceeded 60. There are similar differences li'om rail- 
way to railway and from year to year. As it is diflieifit to 
grasp the significance of the annual figures for all the linos 
fur a period exceeding thirly-five years, wo may examine the 
quinquennial averages. The quinquennial averages for each 
railway, given in Table 20, indicate the trends of the operating 
ratios during 1000 to 1935. 

Among the company-managed railways, the A.B. dining 
the first quinquennium had an operating ratio of 85. This 
increased to 93 in the next period. During the next fifteen 
years, it varied from 76 to 78. It was only during 1925-30 
that the ratio came down to 56. The B.&N.W. has, through- 
out this period, moved within a range of only 7 per cent from 
40 to 46. . The B.N. during the first twenty years deviated 
by only 1 per cent from the initial average of 50 ; but during 
the last fifteen years, the operating ratio increased to 66 and 
again to 76. The 3.B.&G.I. recorded a similar increase during 
the post-war decade. In 1930-5 the ratio decreased from 

“ The BtaliHtios quolod iii tliio floctiou refer only lu ilio main lines and ilo not iiioludo 
the hues worked by thorn, and coinpriaocl m each system, Tho statiRtics ol the n. & N.W., 
a company railway not owned by tho State are qnotod to provide a contrast to tho othor 
two groups. The Tirhoob llndway, for winch figures are given separately was, as 
mentioned earlier. Stato-o-nmed but managocl by tho B.&N.W. 
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63 to 60 on ilie bfoad gaugo aJid li'om 51) to 58 on ibo 
metre gauge. Both the M.&8.M. and S.l. indicate fairly 
stable avoj-ages which have liirougliout the period moved 
between 46 and 58, except during 1920-5 when there was an 
increase on these two lines to 02-3. 

TAHLK 20. QLriNQOKNNIAI. AVnCACiKS OF UPKn-VTlNO UATJO.S i 

(Class ) Rail ways) 


Rndwavs 191)0-1 

1905-!) 

1910 to 

l!)l5-0 

1920-1 

)\.VL'1.U(C 

192.5-0 

1930-1 



1914-5 

to 

to 

1900-25 

to 

to 




1919-20 

192-1-.) 


1929-;!0 

1931-5 

titali'-inutxijjul ■ 








Bu)ma ’ 58 

02 

59 

.50 

(i3 

58 

.5!) 

7() 

E.B 51) 

01 

00 

(lO 

70 

01 

08 

8.1 

E,I :t.j 

10 

09 

38 

00 

42 

01 

1)5 

O.&R. 50 

0.1 

r>(i 

1(1 

09 

5() 



G.I.P. ■'■><> 

51 

58 

50 

75 

59 

()!) 

75 

X W 52 

01 

00 

53 

80 

01 

73 

HI 

Compfini/-miiHitijrd . 








A.B. Hi) 

9:i 

70 

78 

77 

82 

50 

70 

B.&NW. -tl 

' 45 

(0 

12 

45 

43 

41 

40 

Tii'koot 

14 

H9 

41 

40 

43 

10 

(0 

B.X. 50 

51 

1!) 

50 

00 

53 

08 

70 

B.B.&0I.(B.G.) <18 

47 

50 

40 

08 

62 

03 

00 

„ (Jl.O.) . 

.74 

51 

48 

04 

54 

59 

6<S, 

M.&H.M. 


50 

50 

02 

60 

54 

67 

S.I. 4(1 

62 

51 

48 

03 

52 

58 

68 

N.O S, 47 

40 

51 

51 

45 

48 

42 

66 


’<■ NoIr. — Tliu qiiimiueimial averages Ii.wo boon l■uillplltn(I lor tho mam sybtom only, 
andoxolurto the ligcu'os ol the worked liiieB The HtabiHtioR are taken from the o_/ 

Indian Maihrui/s, imblishccl by tho Railway Boartl. Ir bhoukl bo obhcrvod that tho 
btatrstios relate to tho ealoiular j’oRr lor 1900-1012, ami to tho Ihiaiioi.i! year thorenftor 
Tho averages lor the Tirhoot and B B &C.I (M 0.) aro woikod ont ou tho basis of 20 years, 
and the avorago for tho M.&S M, of 15 years only. The E.I luchuloa smeo I Juljq 1925 
the figures of tho O.&R The Burma became stato-immagod on 1 January 1029 ' 


Turning to the state-managed railways, the Burma liad 
an average which till 1930 varied between 50 and 03. But 
in the last period there was an increase bo 76. The E.B, 
from an initial ratio of 50 dnrmg 1900-4, exceeded 60 in the 
second period, remaining at that level till 1920. During the 
next fifteen yeaiB there was a steep rise to 83. The E.I., the 
moat important of all the lines in point of earnings, recorded 
a ratio of 36 in the first quinquennium and remained at or 
below 40 till 1920. Tho last three quinquennia witnessed 
a eonsiderahlo increase by more than 50 per cent, and the 
average touched 65 hi 1930-6. The figure.? of the O.&R.., 
which was amalgamated with the E.I. in 1926 after State 
acquisition of the latter, are important as indicating that the 
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siibsequeuL rise of the ratio on the combined E.I. system is 
not to be attributed to the merger alone. This is clear from 
the fact that during the years 1920-5, the E.T. had an operating 
ratio of 60 independently of the 69 of the O.&R. The CI.I.P., 
which was conipany-managed till Jnly 1925, remamod well 
below 60 in the iirst four cininquennia and iuereasod to 75 
during 1930-5. I'he N.W., which had approximately the same 
record as the weaker lines till 1920, averaged 80 during 1920-5, 
and aftei- a doc;rease to 73, rose again to more than 80 in the 
last period. 

Taking the performance of each railway since 1900, the 
highest operating ratio averaged for the whole period is that 
of the A.B, Next in order are the N.W., E.B. and 
G.I.P. Only two railways, the B.&N.W. and E.I,, had 
ratios well below 50. All the other systems had operating 
ratios ranging from 50 to 60. It wiU he seen from the averages 
foj‘ 1900-25 that the ratios of almost all the lines had goiie 
up during 1925-35. The only exceptions were the B.&N.W. 
and Tirhoot, which mamtamed their lower levels during 
1925-30, and the A.B., which showed an impi’ovemcut 
over its past record. The comparatively lower operating ratios 
of the B.&N.W., the Tirhoot operated by it, and the N.G.S., 
company-managed till 1930, are in marked contrast to the 
ratios of the other lines. 

Net earnings 

The trend of net earnings, which, as mentioned, earliei', 
may bo taken to indicate the irrofit earning capacity of the 
different j'ailways, may ho seen from the percentages of net 
earnings to capital at charge given in Table 21. The 
financially stronger systems in the group)s, namely, those which 
had been steadily yielding- a rate of net earnings exceeding 
6 per cent during the first quarter of the present century, arc 
readily singled out. Tho B.&N.W,, it lUay he seen, prpduced, 
a high rate of net earnings throughqut, and this applies to 
tho Tirhoot section as well. The B.B.&G.I. showed an equally 
good record. In fact, the metro gauge section of this railway 
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toucliocl the liigh.6si pGrcoiittig6 c)f 11 09 pci cciio fluitiig llio 
waT peJ'iod. The M.&H.M. Aiicl h.T. ccXiiio iioxt. Iho E.l. 
was oamiug a net income oxccecling 8 ])oi' coni till 1920, 
and this came down to O'OS per coni- in 1925-30. and to just 
midcr 4-5 per .cent in 1030-5. d'he record of the G.T.F. w^as 
satisfactory till 1920, but ui the last three (luincjueiuha the 
not earnings decreased to 3'77, 4 and 2'5 ]>or cent respectively. 
All the remaining ra.ihvays, the E.B. and N.W., state- managed 
throughout, and, in the earlier half of the period, the 
Burma, yielded less, and in certain cases, much loss, than 5 
per cent. The longest has been that presented by the A.B. 
In the first two qnuiqnennia net earnings stood between 
0'3 and 0'24 per cent, and in the next the percentage increased 
to 1-5. There has since been an improvement to 3'9 and 2-2 
per cent respectively in the last two periods. The average 
for the first quarter of the century works out to OB per cent. 


TAULli) 21. QUINQUENNIAL AVEKAOES OP PEKCENI'AOE NET KETUBN 

ON CAPITAL ♦ 

(Class I JSaihvayb) 


Bailwayw 1000 1 

Statc-mmiaacd : 

1005-9 

1010 to 
1914-5 

1016-0 

to 

1919-20 

1020-1 

to 

1024-5 

Av'omgo 

ol 

1900-25 

102(5-0 

liCl 

1929-30 

1030-1 

to 

1934-5 

Burma 

4-:« 

4'38 

4-93 

O' 22 

0'(i7 

5'31 

7'28 

2'6G 

E.B. 

C-2.5 

4-53 

4'42 

4 US 

2'00 

4 47 

4 82 

1'78 

E.l. 

0 73 

$•42 

911 

10 13 

0 4() 

8 77 

5'G5 

4'42 

O.&B 

4-89 

3'72 

5 38 

7 12 

4 10 

r)'06 



G.T.T. 

7 28 

6-74 

5-90 

6'72 

3'77 

0'09 

4' 09 

2'03 

N.W. 

Cotnprm y -managed 

4-09 

3-97 

4-28 

5'90 

2'90 

4'24 

3 52 

1'04 

A.B 

"o-30 

O' 24 

I'OO 

I'OO 

1'60 

0'81 

.3 9.3 

2'22 

B.&N 

rc9fi 

6 70 

6.80 

7'80 

9 60 

7'18 

10'42 

7 '-15 

Tu'lioot 

SOI 

5'.53 

6'96 

7']6 

8'02 

0'54 

10 67 

7 74 

B.N. . 

3-36 

4-41 

5 13 

0'67 

4 39 

4 77 

4'05 

2'44 

B.B &CI.(B.G ) 

7'OG 

8-36 

7-79 

0'«4 

5'29 

7' 63 

4 87 

4'64 

„ (M,G.) 


7-07 

8 60 

ll'OO 

9'18 

8'9f) 

10 07 

8'56 

M.&S.M. 



4 83 

7'53 

5'83 

O'OO 

7'75 

6'71 

S.I. 

7 29 

(>•99 

6'85 

9 60 

7'0I 

7' 01) 

7 04 

5'14 

N.G.S. 

5 14 

0-13 

6'04 

6 87 

8'76 

O'SS 

8'84 

G'57 


iSce Note to Table 20. 


The figures quoted above not only disclose the trend of 
financial results, but offer certain other indications as 
Avoil The increase of net eamingvs attributable to larger 
receipts, the enforced ATirtailmenl of expenditure on repairs 
and maintenanee, etc., during and immediately after the war, 
is borne out by the averages for the quinquennium^ on ail 
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railways. Tiro only exception to this was the A.B. Secondly, 
the ideas liold about the extent of prosperity cnjoyeil din'ing 
1925-30 do not seem to be justiliod, particularly on the state- 
managed railways. The A.B., B.&N.W., M.&S.M. and Burma 
show increases during the pci'iod. Bui the B.N., B.B.&C.l. 
and iS.T. had certainly enjoyed equally and even higher levels 
of net earnings in the oarhor quinquennia. The position on 
the E.B., E.I., G.l.P. and N.'W. seem.s to have worsened 
materially during the ]30st-war decade. It is aigniilcant that 
the general decrease during 1930-5 was greatci' on state- 
managed than company-managed lines. 

Net gain or loss lo Stale 

The final test of gain or loss to the State on the working of 
its own railways discloses profitable investment on certain 
systems throughout the period under review. The quin- 
quennial averages of gain or loss to the State, given in Table 
22, indicate that the B.B.&C.l., S.T. and E.l. ro])resent 
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certain other lines, 
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Burma, 


and M.&S.M., the profits were oii the whole greater than 
the losses. The B.N., which was a ^mying line till 1925, became 
a liability thereafter. The G.I.P. and N.W. brought losses to 
the State except for two quinquennia, 
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I£ we exclude the depression period, the position may i>o 
stated thus : the losses on the G.T.P. varied from Rs. 4 lakhs 
to Es, 30 lakhs. The heaviest loss to Oovmrnraent is lound 
oil the N.W. on which an annual loss of ids. 104 lakhs lia<I to 
ho mot during 1920-5 and Rs. 49 lakhs during 1925-30. This 
is largely because of the strategic section which foiTiis jiarb 
of the N.W. But for unrelieved deficit, the A.E. holds the 
record. During the first cpiartcr of tho century till 31 March 
1925, tho A.B. was subsidized by the taxpayer to tho extent 
of Rs. 36 lakhs a year. There can be no doubt that the main- 
stay of railway finan(;e during the period under review was 
the financial stability of the B.N., B.B.&C.I., R.I- and 8.1. 
Railways. The surplus revenues of these lines have been 
indireotly financing tho deficits of the other railway systems. 

Taking the average gain or loss for 1900-25, it will be noticed 
that all the line.s with the exception of the A.B. produced 
a net gain to Government. Tho gain vai’ied from an average 
of Rs. 0 lakhs on the E.B. to Rs. 212 lakhs on the E.I., and 
after meeting the loss on the A.B. there was still a substantial 
amount left for payment to Government. The position im- 
proved during the pre-depression quinquennium, and only 
worsened after 1931 on account of the depression. 

The financial results of the individual railways thus confirm 
the conclusion reached earlier : that Indian railways present 
on the whole a satisfactory record over a comparatively long 
period, 1 900-30. The foregoing analysis raises several important 
questions. The financial position of certain systems deterio- 
rated during the post-war decade. The lines acquired by 
the State for direct operation appear to have been more sus- 
ceptible to losses than those which continued to operate under 
company management. If the causes connected with this 
result are related to the policy of improving service and faci- 
lities and giving the public better value for their money 
there is no cause for complaint. The loss in the direct 
gain to the State is in lhafc ease counterbalanced by increased 
comfort for passengers, lower fares and freight rates, and better 
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sevvico all toliikI. If, on the other hand, they arc oonnocted 
with the policy of state management, the public need to be ins- 
tructed about it, and proper correctives ajiphed. The answers 
to these cjiiostions must await a closer study of tlio finances 
and opci'ation of the State-owned railways. d’he exa- 
mination of the former is undertaken in the following pages. 
Tlie latter is dealt with in tlio succeeding clia])iers. 

THE FINANCIAL STATUS OF STATE-OWNED UAILWAYS 
UNDER THE CONVENTION 

The general trends of Indian railway finance wei’o indicated 
in the jireceding pages as disclosed' by the financial results of 
working during the first thirty-five years of the present century. 
The financial record of the post-separation period ended 
31 March 1930 was viewed in pers]iectivo, that is to say, in the 
light of the tendencies in evidence during the previous twenty- 
five years. We may now turn to the financial results of the 
State- owned railways after 1924. The Sfate-owne^'l railways 
represent almost entirely the Class 1 railways, the only systems 
excluded being the Bengal & North Western, Rohilkund & 
Kuraaon, and Nizam’s Guaranteed State Bailways. 

It should be stated here that tlio statistics of the jire- 
soparation and post-separation jieriods, though sufficiently 
accurate for the broad conclusions reached oarliei', are not 
strictly comparable. Certain changes and refinements in rail- 
way accounting and classification introduced after 1924 have 
altered the significance of the terms used. Two new concepfiS 
wei'e introduced in 1924 as a result of the institution ol tho 
depreciation fund and the contribution under tho terms of 
tho Separation Convention. Fon^terly, under tho head ‘jiro- 
gram revenue,’ expenditure was incurred for renewals and 
replacement, but this was entirely different from a proper 
depreciation fund established on the bases of estimated lives 
and calculated wear and tear of different units of wasting 
assets. With the institution of the fund, depreciation charges 
automatically became a constant item of railway expenditure 

IS-AIB14B 
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irrespective of Arhotlier expciidituj'e was iiuairriMl for roplaoe- 
niont or renewal of assets, whereas formerly only that amount 
was ontorod in the aceonnts which was s]xuh. during that 
year on renewals or replaconionts. Thus the clojireciation 
charges in 1924-5 amounted to Hs. 10-35 crores, 1)itt in fact 
only Rs. 7-29 cj-oros were s])ent towards renewals and roplace- 
inenta, the balance being left to aceninulatc in the fund. Under 
the original system, that balance Avoedd harm formed ])art 
of the surplus, thus increasing the net gain to Governinont. 
The result of the institution of the depreciation fund, 
therefore, has been to increase the fixed charges on the expendi- 
ture aide. This principle was not extended to comjxiny- 
managed railways, which continued to be worked according 
to their contracts and the older procedure, as it Avas found 
that it would not be to the advantage of the Stated 

The contribAition to general revenues has been j-eferrod 
to already. The formula applied to ascertain the contribution 
makes it clear that the entire balance left after meeting rail- 
way expenditure was not to be ai)2)ropriated by tho State. 
Another re.sult of the Se23aration Convention Avas that the losses 
on the strategic railways wore transferred to tlie State, and 
the x)vocedure adopted was to deduct the losses on those lines 
from the contribution due according to the formula laid down. 

A radical change was also effected under the head of interest. 
The price of certain railways purchased by Government was 
agreed to bo repaid by means of anuAiities, which naturally 
included elements both of principal and interest. The whole 
of these annuities had previously been debited to revenue 
undoA the head ‘interest.’ But Avith effect from 1924 tho 
element of interest was taken as a charge against general 
revenues and not against railway revenues. The result of 
all those changes was to alter the meaning and significance 
of the terms used after the separation. The procedure followed 
after 1924 Avill be better understood if attention is paid to 
the elements entering into the computation of the net traffic 


’ cilmpter VIU tn/w. 
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receipts, net rovoiiue, sui'plus and not aiirplus. They are 
briefly siunniarizod as follows ; 

Net traffic receipts =gross traffic receipts — [operating 

expenses + deprecia tioi i -f- payments 
to the worked tines] 

Not j'cvonue=net traffic receipLs+[not miscellaneous 

receipts — miscellaneous charges 
and surplus pi’olits jiayablo to 
eoittpaniesj 

iSurplus— not revomio — interest charges 

Not surplus (transfcj'red to reseiwe fuud)=sui’j)lus — contri- 
bution to general revenues. 

It should bo understood that these terms arc used in the 
following pages in the sense indicated above. 

Ihe linancial condition of Htatc-owned railways impi'ovod 
considerably aftei' the collapse of earnings between 1920 
and 1924. The changes in the accounting procedure render 
the presentation of comparable figures difficult. The performance 
of Stale-owned railways alter 1924 will, therefore, have 
to be examined indepejidently by itself from the results of 
woi’king during the post-separation years.® The widely 
divergent characteristics of the pre- depression and the depres- 
sion years justify separate treatment of each period. 

TR13NI) OF THTil OPERATING RATIO 

The trend of the operating ratio on all tSfcato-owned 
railways (commercial and strategic) is indicated in Table 23. 
The total gross traffic receipts, which stood in 1 924-5 at Rs. 100 
crores, declined in the next two years to Rs. 99 ororos and 
Rs. 98 crores, after which earnings increased to Rs. 103 crores. 
Traffic receipts, which remained at that level till March 1929, 
declined by a crorc during 1929-30. Operating expenditure in 
1924-5 amounted to Rs. 51 ‘65 crores ; it increased to about 
Rs. 53 crores in the following year and remained about that level 

® Thfl atalisWc'S of Iho company -managed lines for purposes, of comparison have boon 
r'oeasi on the basis of tire State railway practice, and this should bo kopt nr^mind while 
oxainining the figuros and averages in Table 23. 
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till 1927-8. There was an ineroafio of Vhi ])er ceiifc. ui iho next 
two years over the 1924-5 level fi'om lls. 5:h0() to Rs. i).)-5S) 
crores. These features aau relleetod in tlio oiioratui;.- ratios. 


TAHLE 23 


FIHANUFAL RESULTS OF \roi:KiNLi TJIE 
RAtLiFAYS' 


S'F vi’K, o\\ Nina 
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1030-7 

. 89-88 
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* 'I'ho liguiofc ai’o tahon liom tho statisticrf gni-on la t.hn Hipliiiidlo) ii Almnonindum 
to Railway Budget and Railway Board's Report l!Ki(i-7, Vol I 

•j Tho h'gui'os of o}3oiatmg oxponhOb avo afioi ti'd by tlio nu.'lu..uin of tho 
orediLj from rolousod matomls whioh wore up to 1931-2 taken lu roduftiou of opuuifc- 
ing oxponsos Tho procoduro hns changed Kinco, aurl ior jn'ojjoi comp.n'ison tlio ratioa 
havo lioen ooinputod a'K if tho same procoihu-o had boon oontinuoil. Tlin amount', luvolvod 
ai'o Rs. 119 lakhs m 1932-3 and ]9o3- 1, Rh 90 lakhs m 1 0.U-n and Rs. llOlnkhs in lOIhl-O. 
During these yoar.s those amounts woro tuldod to roooipts, and dnving l93li-7 tlio crodita 
waro taken in loduction of tho doproeiation funtl It should also bo notod that working 
expenses wore I'oduood by Bs. 169 lakhs m 1930-1 by n credit from tho doprooiation fund 
for corrootion of past acooimting adjiistinonte, nud in 192-1-5 by Hs 170 lakhs hy ueitaiu 
abiioiinal rofunds of oxponditui-o in provious years. Soo Railway BounVs Report 1036-7, 
Vol. L p. 17. 

S. Suspondod. 


The operating ratios of State-owned railways are shown 
in two separate columns. The first column, indicated as ex- 
ciiiduig depreciation, presents the ratio of ordinary working 
expenses to gross earningS; in the second column the 
operating ratios are computed taking total v/orking ex- 
penses. which inoludo depreciation. The annual appropriation 
on acooimt of depreciation is also given for each year in tho 
table. 

Tho oiierating ratio, excluding depreciation, an all State- 
owned railways stood at 6 1 ‘6 in 1924-6, and increased to 64 
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during 1925-7. There was a decrease in the next two years, 
duo to increased receipts. In 1929-30 the ratio again roaohed 51. 
Tiro operating ratio, including depreciation, loi’ 1924-5 
was 62 and showed the same treads as the ratio excluding 
depreciation, recording an increase during 1925-7, a decrease 
dmiug L927-9, and finally an increase in 1929-30. The average 
ratio for the six years was 52'8 excluding dcjireciatioii and 
63'0 including depreciation. 

NET EKCEIPTS ANT) CONTRIBUTION 

The ralio of net traffic roi'cipts to capital at charge 
was 6‘0 in 1924-5, the highest touched daring the post-separa- 
tion jisriod. There was a tendency thereafter towards a 
decrease in the average percentage of the net traffic receipts 
to capital except for an interruption in 1927-8 due to addiiional 
receipts. The gradual decline reflects the effects of the ])olicy 
of cajiital expenditure and the consequent inereaso in the 
capital at charge. The net traffic receipts dropped to 5'1 per 
cent first, and then to 4'5 per cent in 1929-30. The average 
for the six years ended 31 March 1930 was only 5’3 per cent. 
This average return, it will be noticed, was loss than the 5 ’5 
per cent average not receipts which the Indian Retrenchment 
Committee considered State-owned railways ought to earn 
on the capita! at charge invested liy the State. 

The gain to the State, as stated earlier, was slabilized under 
the convention in the form of a contribution to general 
revenues. During the ]ire-depression period profits to the 
State were in the aggregate regular and substantial. The 
largest contribution for the entire period was that paid in the 
year of separation itself, and amounted to Rs. 6*78 crores. 
In the succeeding year it declined to Rs. 5-49 crores and 
increased to over Rs. 6 crores in 1926-8. The contribution 
was down by- a croro in 1928-9, hut it rose again to more than 
Rs. 6 crores in 1929-30. The average contribution for the 
whole period worked out at the rate of Rs. 5-99 crores a year. 
Although the gain in the shape of the contribution to the 
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cenii'al exchequer iloes nol appeal' t.o l)o liiyh wlicn cuiupai'cd 
with tlie standards of return prioi' to l!)dO or the Mt^sfion liguro 
of Its. lO'f crorcs, the .surpJusos eoiniiiited on the [iro-wepara- 
tiou practice wore by no iiicaiis lower. Account iuust bo 
taken of the not surplu,so.s tran.sforrcd to tlio railway i'('scrve 
fnnd, which repreaenhs roughly the limit set liy Goviu'iimont 
itself to it,s appropriations of tlio profits from I'aihvays. 'fhe 
not surpluses transferred to the roservo varied from year to 
year, but the large.st credit was iu i-ho fir.st year itsoif, amounting 
to Rs. C)‘38 crorcs. In the next two yeans, the net surplu.s 
decreased to one-half and one-quarter ol this amount respectively, 
but thanks to the iiiqjrovcd revenue position during 1027-9, 
the accrotious to the reserve recovered to Rs. 4-57 eroros and 
Rs. 2-68 crorcs respectively dui'lng the two year.s. The year 
1928-9 wa,s the last one in which the railways had any .surplus. 
Ln 1929-30, net revenue was insufficient to meet the eontn- 
bubion and the deficiency of Rs. 2'08 crores was met by draw- 
ing on the fund. Payments into the fund during the five yeaivs^ 
ended 31 March 1929 totalled Rs. 18'81 crores and, averaged 
over the entire pre-depression ])oriocl, worked out at the rate 
of Rs. 2‘79 crores per annum. 

The perfoi'mance of State -owned railways during the 
first six years after the separation of railway finance seems 
to have been generally satisfactory. As the principles of 
railway finance were somewhat altered under the convention, 
it may be helpful to visualize the position during the period 
had the earher praciico prevailed. The railways paid into 
the depreciation fund, which repre,sented a new element in 
railway aceounffi, Rs. 67’88 crores, of which they spent on 
renewals and re}»lacemeiits of wasted assets Rs. 56-64: crores, 
leaving a balance of Rs. 12‘24: crores. Under the older practice, 
the imspeiit balances in the dopi’eciation fund would have 
hoeu appropriated as part of the gain to the State. If we 
add to this the aeeumidations in the reserve fund amounting 
at the end ol 1929-30 to Rs. 16’73 crores, the total surplus 
would have been Rs, 64’88 crores, or au average annual surplu.g 
of Rs. 10-81 crores during the first six years after the separation. 
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Thia coiuea u]) io tho lovoi of ilio Mostoii Comtmttoo’s cskmato 
of tlie income from j'ailways lo tJio 8Uilo. ’'Ok' conij)ai’ison 
seiA'es to indicato that the pi'csporjiy of tlin [)Orfl-separiitioii 
years was exaggerated and that the surpluses of Stato- 
owned railways were not iniieii abovf! ilie lev'ol of profits 
earned ))cforo !920. The only qualification that may bo made 
to this statenioiit is tliat tho oxisfcoiioe of fho depreciation 
fund may have led to a higher scalo of expenditure on renewals 
and replacements than that' of earlier years/-' 

RAILWAY FINA>rCE DURINO THE DEPRESSION 

The impact of tho de]ii’ession was experienced in 1030-1. 
In fact, even in 1929-30 itself, gross earnings had deolinod 
by over a croro as compared with the previons year. But 
Indian raihrays were not prepai-od for tho sudrkmness with 
which tho groat depression set in. Introducing tlu! Imdgct 
for 1930-1, the Railway Board budgeted foi- tlio commercial 
and .strategic lines (inciluding worked linos) gross veceifhs 
amounting to Tls. 107-75 erores. Before the year had advanced, 
it was realized that it was impossible to oblain tho estimated 
amount of earnings, and the revised ostiniatos sealed these down 
by almost 12 j)or cent, namely to Its. 9.5 erores. The actuals 
amounted to Rs. 95‘10 erores. In view of sncli serious deteri- 
oration in receipts, the gravity of tire position was recognized 
early in 1931 and this fact is reflected m the budget estimates 
for 1931-2. Introducing flie budget in the Assembly in 
February 1931, Sir George Rainy referred to the necessity 
of promoting economy and bringing about a reduction of 
expenditure, and stated : ‘We feel that at ibis juncture our 
primary duty is to stop up tho huudreds of loopholes through 
which money is apt to leak away in times ol prosperitj?', and 
we hope that the reduction of expenditure will come not from 
half-a-dozen large items but from an immense accumnlation 


“ This may imply oibhor that tho expoiidituro ineuwod m jn-ovwns yoai's was less than 
necossary or that tho post-soparation oxpondttiiro was more than nocossai'y. The dif- 
ferenen botwoeti what ought ho bavo boon spoilt and what was spent may aidionto the 
oxtont of ‘prosperity* in the post-Boparatioii period. 
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of small items, the aggregate of wliieh may be very su]>siaiitial.’J<> 
In the Explanatory Memoranrhim, tlie Chief ami the Fimuieial 
Commissioners, Railways, instaiK'od certain nieasin'on ol eco- 
nomy which had already reduced the oxpoudil-uro for 1030-1, 
‘The main directions in which ec.ononues have been initial, od 
during the eurrout year are in reiiairs and maiutonauce ol 
track services, buildings, residential quarters and station 
machinery ; but care has been taken to see that, while no 
expenditure should be incurred on non-essentials, the standard 
of maintenance necessary to secure tlu^ safe jiassage of trains 
should not be lowered and railway property should not be 
allowed to deteriorate, Turning to the budget year, 1931-2, 
the Commissioners of the Railway Board drew attention to 
the additional expenditure on account of increased staff neces- 
sitated by the employment regulations, and the additional 
track of 900 miles to ho oiioned that year. The principal 
measures of economy they proposed were to reduce working 
costs ; to scrutinize tlie scale of establishment, particularly 
temporary establishment ; to reduce the strength of the 
permanent- wa}^ ga-ngs j-iartieularly on tlie branch lines and 
aidinas ; to economise the use of materials and cut down the 


number of ballast trains ; to decrease, without depreciation 
in the value of the property, tho cost of maintaining and ro* 
pairing structures and buildings and use cheaper materials. 
‘In fact,’ they added, ‘by lowering the previous standard 
of maintenance where this can be done without prejudice to 
safety or any real harm to the property, we aim at saving over 
a cTore in the cost of repairing and maintaining way and works 
compared with the expenditure in 1929-30.’^^ There was 
expected to be a saving of Rs. 70 lakhs also on the repairs and 
maintenance of rolling stock in. 1931-2. The Commissioners 
further proposed a less frequent overhaul of wagons and other 
rolling stock, hut they did not anticipate much economy from 
staff. 


liailwtty Budgot Speech 1931-2, p. 6. 
w Hxjjlami/ori/ Memorandum lo Bailway Budget 1931-2, p. 6. 
“ Jbicl, p. 9, 
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I'lio ra-ilwiiys (.'xjjocIxhI an incroaHC in Uiu groas 
tlui'ing 1031-2 <l(!Sf)ito thoHo oaoiiomy incartures, fVotn R«. 06 
ot’oi'as fhii'iiig 1030-1 to Rs, lOl croro.s. O'lie actual I’csults 
pi'oved tlial the ostiraate oxaggeratefl the oarning.s hy 1-1 per 
coni and tlu^ gross revenues amounted to only Rs. 860)3 ci’ores. 
After the railway and the geueral Imdgets wetv |)a.ssed ))y 
the Rontral Legislature, the ruiancial situatiOFi f)eoamo ex- 
ceedingly gloomy. The (lovenunonb of Jirdia se.t uj) a Re- 
trenohment Advisory Committee of the Legislature with a 
number of sub-committoes to enquire into the possibilities 
of economy in the different departments of Govornmont. 
One of these sub -committees dealt with the tinances of 
Indian railways and published their report in October 1931. 
The findings and detailed recommendations will be referred 
to later, but mention may be made hei-e of the savings proposed, 
amounting to Rs. 7'8 crores per annum, of which no less than 
Rs. 4’8 crores had already been carried out by tlie Railway 
Board and railway administrations. These savingis were 
mainly •effeoted by the abolition of some lerluetiou of 

office staff, economies in office contingencies, publicity expenses, 
allowances, etc. The largest item was the reduction in the 
cost of repairs and maintenance tlirougli partial jiostponemenl. 
and use of cheaiier materials. 

The effects of the depression may be read from the gross- 
earnings of railways since 1930-1. Earnings steadily dropped 
during the first two years and in 1932-3 the nadir of railway 
income was touched at the level of Rs. 84‘43 erores. 33iero 
was a slight improvement to Rs. 86’63 and Rs. 9()‘20 erores 
res])eetively in the next two years. The average for ihe whole 
period, 1930-7, amounted to only Rs. 89-88 crores as against 
Rs. 101 '22 crores for the pre-depimsion jieriod. Working 
expenses, thanks to the economy measures, were also reduced 
to an annual average of Rs, 50-52 evorea, which represented 
a decrease of over Rs. 3 erores per annum. The decline in 
traffic receipts was greater than the* reduci-ion in working 

« Seo Table 23. 

J fly-161413 
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expenses, and tlie oporatnig ivilio lor all Siatioowaied rail-ways, 
excluding depreciation, iiicveascd to 57'2 in 1930-1 and gradually 
dropped to 54-7 in 1934-5 and 51- 1 in 1936-7. Idio .ivorag(i 
ratio for the whole period was 56‘4 as againsti 52'S during 
1924-30. Including depreciation, the oporailng ratio oxlubitod 
a dilferent movement: from 66-4 in 1929-30 it increased to 
70'9 and 72'5 in tlie first two ycar.s. In 1931-2 the highest 
point was touched during the eleven years alter the se^iaration, 
namely at 73-0. The improvement in earnings was lufleeted 
in a reduction of the ratio during 1933-5. The average for 
the whole period was 70'3 as compared with 63'9 for tho pi'e- 
depression period. It will be observed that the increase 
denoted by the operating ratios, including depreciation, 
amounted to 6'4, -while that shown by the ratios, excluding 
depreciation, was only 2‘6, The extent of deterioration shown 
by the former is evidently greater. During the last two years, 
1935-7, the ratio came down to 65'2. 

With such tendencies as regards gross earnings and working 
exponso.s, if. was inevitable that net. receipts and tho percentage 
of net receipts to capital at charge should record a corres- 
ponding decline. The ratio of net receipts to capital 
at charge declined from 4'6 per cent in 1929-30 to 3‘5 per cent 
in 1930-1. In the next three years it was further reduced 
to about 3 per cent. Only during 1934-5 was ’•there a slight 
improvement, which continued during the succeeding two years 
reaching at the end of March 1937, an average return of 
4‘2 per cent. 

The contribution to Government, as shown in Table 23, 
was paid only in the first year, 1930-1. We have already 
observed that the contribution for 1929-30 itself could be 
pa, id only after withdrawing from the reserve fund Rs. 2-08 
crores. In 1930-1 an amount of Rs. 10*93 crores was with- 
drawn to meet the payment of the contribution. In the 
succeeding year, not receipts proved insufficient to pay even 
the inioi est charges. Tho reserve fund had a balance of only 
Rs. 4*95 eroms and this was utilized to the full, and to cover 
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the I'cmaiiiiag portion of the Interest charges, a temporary 
loan of Ks. 4 '25 crores was taken from the depreciation fund. 
From 1932-3 onwards, as the reserve fund was depleted, the 
deficiency of net earnings to moot interest charges was mot 
by further withdrawals from the depreciation fund. Some 
idea of the manner in which the railway deficits wei'e covered 
will be clear from the lollowiiig table : 

TABLU ->1 NETHBVKNnn, INTEREST etlAimKH AND DEEKilTS OF INDIAN 
STATE-OWNED IIAIJAVAVS DUKINO i!)3()-7 

[hi cioiesoj rupcett) 


Your 

Nul 

I niercHt 

(Jonli'ibuliou 

Dondt 

Kosoi-vo 

Loaiiii li'oiu 


lovomio 

diargea 



luiul 

dopr’n. lunci 

1030-1 

27'53 

32'72 

5 74 

— 5'U) 

-10-93 


1931-2 

23 87 

33-07 

5 30 

— 9-20 

— 1-0.5 

4 25 

1932-3 

22 08 

33 91 

5-23 

—10 23 


10-23 

1933-1 

24'02 

32-.‘i8 

6 21 

— 7-90 


7-90 

1034-5 

20 74 

31 80 

5 04 

— .7 00 


.5-00 

1936-G 

27A0 

31-39 

4-90 

— 3-90 


3 09 

193()-7 

32'02 

30-81 

4-91 

1-21 


— 1 21 

The 

State, 

therefor 

0 , received only Ids. 6'74 crorcs during 

the whole period, or 

an average 

of Ids. 

0-82 crore* 

a year if 


we distribute that amount over the seven years ended 1937. 
But according to the convention, the contributions, which were 
suspended from 1931-2, constituted a liability to bo redeemed 
out of future surpluses. The contributions duo but not paid 
amounted to Ids. 30'74 ci’ores at the end of 1936-7. The real 
deficit on the working of the railways was, therefore, very 
much more if we also hiclade the suspended contributions. 
If we take this into account the deficit position was as indicated 
in the following table : 


TABLE 25. TOTAL DEFICITS ON STATE-OWNED KAILWAYS 
(/«. 01-0/ en of uipces) 


Year 

liilorefstr 

Uonlnbutioii 

Total 

Net reveimo lioHervo liind 

Tol al 
Delicit 

1031-2 

33-07 

6-30 

38-43 

23-87 — 4‘96 

0-01 

1932-3 

32-91 

6-23 

38-14 

22-68 

16-46 

1933-4 

32-68 

6-21 

37-79 

24-62 

13-17 

1934-6 

31-80 

5-04 

36-84 

20-71 

10-10 

1935-6 

31-39 

4-99 

30-38 

27-40 

8-08 

1936-7 

30'81 

4-91 

36-72 

32-02 

3-70 
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It was only the liability on ;u count of inl(>ro,st. charges 
not covered hy net rcvciiuo which was met l)}^ the lein- 
porary loans from the dcpieciation fund. I'hesc loans 
by the end of March 1937 atuounted to Rs. 3d‘28 erores. 
Including the su.spoudcd coiiiributions the tuta.l liafhliiv 
amounted to more than (is. Gl'OO croros for the six years 
1931-7, or an average real deficit of over lls. 10 croros a 
year, a result which indicates the very scu'ious si-at.e of 
liiianoial deterioration on all State-owned raiKvays. 
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We may now turn to consider the finaueos of the jirineipaJ 
State-owned railways. 'I'he general condition of individual 
systems may be indicated by considering the average results 
for the six pre-dejiression and the six depression years. 

The average gross traffic receipts for the period 1924-30, 
stated in Table 26, ^ show an increase on six of the railways as 
compared with the year 1924-5. The four railways 6n which 
the averages wore lower than the liasic level were the E.I., 
(I.I.P., N.W.(Com.) and B.B.&C.l., hut this is partly to ho 
attiibuted to the fact that they had exceptionally larger 
incomes in that year. 


kltrite-niamged 

Burma 

E.B. 

1.1 

G. 1.0, 

N.W.((Jom.) 

H. W.(Sir.}^ 
Company-mam 

A. B. 

B. N. 

B.B-.&C.i. 

M.&H.M. 

8 I. 


TABLE 20. 

GBOSS TlUFllC BEL']- 


{Rs. m crons) 

1924-6 

Average 

Average 

1924.3(> 

1930-6 

lis. 

R«. 

Es, 

4-20 

4-78 

3-7] 

5-02 

6-62 

5-26 

20'61 

20-10 

17'97 

16-16 

14-91 

12-33 

1513 

14 40 

13-72 

1’6() 

i": 

1-60 

1-29 

1'44 

1 83 

1-73 

8-38 

8-76 

7-72 

12-33 

U-74 

] 0-69 

7-91 

8-50 

0-98 

' 6-15 

fv64 

6-33 


Per cent of 
1924-;i() 


78 

79 
89 
83 
96 
81 

95 
88 
91 
82 

96 


toking the actuals for eacl, 
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The effects of the depression on railway income are I'eflocfced 
in the average traffic receipts for 1930-G. All the systems 
without exception suffered substantial deci-eases in their receipts 
as compared with the pre- depression period. The largest de- 
crease amounting to more than 20 per cent was on the Burma- 
and E.B. The E.T. and B.B.&C I., financially the most impor- 
tant of ail railways, had average decreases amounting to 11 and 
9 per cent respectively. Those which had the least reduction 
ill earnings during the depression years were the N.W.(Com.), 
A.B. and B.l., on which the decrease was 5 per cent. 
The other I'ail ways had traffic receipts lowered by 12 to 18 
per cent. 

Ordinary working expenses as we have seen, increased 
steadily during 1924-30. The average operating expenditure 
of the different railways showed also an increase during the 
period. Only the average of the E.I. was lower than the figure 
for 1924-6. The effects of economies and retrenchments during 
the depression period are to be seen in the average for 1930-6. 
Judged from the standards of expenditure of the previous six 
years, there was a decrease on seven systems. Those on which a 
further rise in operating expenses occurred were the N.W.(Com,), 
A.B., B.N. and S.I. The average incroa,se on the A.B. was 17 per 

I'ABLE 27 ORDINARY WORICING EXPEN, SEH 


(Bs. in cfores) 




Average 

Average 

Per cent of 

Miale- managed : 

1924-ii 

1924-30 

1930-6 

1924-30 


Rs. 

Rr 

Rs 


Burma 

208 

2'45 

2-28 

93 

E.B. 

3-47 

3 73 

3-46 

93 

E.I. 

10-64 

10-11 

9-34 . 

92 

G.I.P. 

8-05 

8-47 

7-30 

80 

N.W.(Com.) 

7-46 

7-77 

7-90 

102 

N.W.(Str.) 

1-56 

1-60 

1-60 

9(5 

Gomfany-managed 

; 




A.B. 

0-82 

0 94 

1-10 

117 

B.N. 

4-TS 

4-94 

5-00 

102 

B.B.&U.i. 

6-91 

0-03 

8-35 

89 

M.&S.M. 

3-03 

3-89 

3-47 

89 

S.I. 

2-00 

2-64 

2-73 

103 
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cent, while on the otlioi'.s it Viuhnl by jier ccnl only. ! h('. 
G.I.P. had the largest decrease ot l-J- [ter cent and the B.!>.&(tL 
and M.&8.M. came next with a decrease of !! per cent. 
It is interesting to Jiote that the 13.]h&(U. was the on\y railway 
on which the decrease in operating expense's was groa-tor than 
that in earnings Thus, Avhile gross receijjts declined to 91 per 
cent, ordinary working exj)onses decreased to 89 jier coiit. 

Taking depreciation charges into account, total n^orking 
expenses on different railways are stated in Table 28. The 

TABLE 2y. TOTAL WOllKING EXPLN8E8 
{Ms. in. crores) 


Utak-mmaged . 

1924-5 

Average 

1924-30 

Average 

1930-0 

I’er ueul of 
1924-30 

Burma 

Rs. 

2 '60 

Bs. 

2'90 

Hs. 

2-82 

97 

E.B. 

4 19 

4 52 

4-40 

97 

E.I 

12-66 

12-17 

11-70 

96 

G.I.P. 

9 40 

10-04 . 

9 27 

92 

N.W.(Com.) 

N.W.(.Str.)v 

9 18 

9-68 

10 16 

105 

196 

1-94 

1-96 

101 

Company-managed 

A.B. 

196 

1-19 

1-43 

120 

B.]Sf. 

6-76 

6-08 

6-41 

105 

B.B. & C.I. 

6 98 

7 23 

6 71 

93 

M. & S.M. 

4-34 

4'70 ’ 

4-37 

93 

S.I. 

3 07 

3-18 

3-48 

109 


six-year averages under this head indicate that the I’edue- 
tion in expenilitnre during the depression was less than that 
indicated by the averages of ordinary working ex])enditure. 
The four systems on which operating expenses had increased 
as compared with 1 924-30, showed a greater rise in total working 
expenses. Thus, the increase in total working expenses on 
the A.B. became 20 per cent against an increase of 17 per 
cent in ordinary working expenses. The average expenditure 
on other lines, expressed as a percentage of their averages 
for 1924-30, was also higher. The inclusion of depreciation 
has, therefore, had the effect of worsening the relative finan- 
cial position of the raiilways. 
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'Tile effects of the changes in gross tvahic receipts and 
working expenses on the tinaneia] jiosition of each railway 
are expressed in tlie operating ratio. The dt crease in earnings 
uiiacconpianied hy a proportionate decrease in exjicnditure 
forced ipi the operating ratios of all the railways, fldie average 
ratios for the two six-year periods excluding and including 
depreciation are given in Talile 2i>. Taking tlie I'atios 
cxclndihg depreciation, it will lie seen that the B.B. &(,),!. liad 
a decrease while the E.l. showed as low an inerease as two jier 
cent during 1930-0. The Burma. A.B. and B.N. had a rise of 
10 per cent or more. On the remaining lines the operating 
ratio increased by 2 to 9 pei- cent. 

'FABLE 29. OPEBATING RATIOS 
E.vc. depreciation Inc. dcprooiation 


. 

Average 

Avei'age 

Average 

Average 

State-managed : 

1924-30 

1930-0 

1924-30 

1930-0 

Burma 

51 

62 

01 

77 

E.B 

50 

05 

68 

8.3 

E.I. 

50 

52 

01 

05 

G.T.P. 

57 

.59 

07 

75 

N.W.(Com,) 

54 

58 

07 

74 

N.W (Str.) 
Cornea ny-m an aged 

98 

1 10 

121 

152 

A.B. 

51 

04 

05 

83 

B.N. 

50 

00 

09 

83 

E.B.&C.T 

51 

50 

02 

0:! 

M.&S M, 

40 

50 

55 

03 

S.I 

47 

5] 

50 

05 


The ratios including depreciation indicate that the financial 
deterioration was in fact greater. "'I’he B.B.&ftT. and E.l. 
had a slightly larger increase in their ratios and on four rail- 
ways, namely, the Burma, E.B., A.B. and B.N., the averages 
for 1930-6 increased by about 15 per cent or more. 

We may now examine the trend of net receipts. There 
was a substantial increase in the not receipts of six railways 
during 1924-30, as shown by tho averages which were higher 
than the figures for 1924-5. On th<? E.I., N.Wc 

and B.B.&G.I. larger net receiiits were realized. On 
tJicso sj^stems, whicii represented the more paying lines, the 



128 


ii’INAmilAL S'lUTU.S Ol*' INDIAN DAIIAVANS 


averages for the (le|)re,s.sioii {tcriod showed a i-oDsidoi'abJc^ 
docliiio. Net earnings on the Burma ,ind 10. B. among 
the state-managed railways wm-e moi'o than halved com- 
pared with the [H-e-dcpression ])eri()d. On the 0.1. P. the re.duc- 
tion was over a third. The E.l. and N.W.(Gum.) fai'od 
comparatively better as the decrease was liniited to 21 ])bi' 
ceiit on the former and 25 ]ier cent on the latter. 

The position of company-managed railways during 
the depression period was on the whole slightly !)ottei'. The 
A.B. and B.N. had average net recei])ts to the e.vtojit of 
less than half their pre -depression averages. The othej' three 
systems showed less deterioration. The M.&S.M. had a decrease 
of 31 per ceirt and the S.I. one of 25 ]ier cent. The B.B.&C.I. 
had the lowest <leeroase as compared v/ith the prG-de-|)ression 
period. 

TABLE 30. NE-r r{.ECEU-''rS AND THEIR RATIO TO CAPJT.VL 



(Ba. 

Not reoeiptM 
Avoi’age Average 

m hd'/ia) 

% of 

Peroontage to Cajiital at uhargfi 
% of 


H)24.30 

Rs, 

1030-0 

Rs. 

1024-30 

1924-30 

l!)30.(i 

1924-30 

Stato-iiKinnqerl : 

Burma 

1,88 

89 

47 

6.1 

2.6 

41 

E.B. 

2,10 

87 

41 

4.6 

1.8 

40 

E.X. 

7,03 

6,27 

79 

8.8 

4.4 

76 

G.I.P 

4,87 

3,06 

63 

4.4 

2.7 

61 

N.W.(Com.) 

4,72 

3,60 

76 

■ 6.2 

3.3 

63 

N.W.(S(:r.) 

—34 

—67 


—1.2 

-1.9 

Oompann-tnanaged : 

A.B. 

(U 

30 

47 

3.2 

1.6 

47 

B.N. 

2,(S8 

1,31 

49 

3.8 

1.7 

46 

B.B.&O.r 

4,51 

3,98 

88 

6.6 

6.1 

78 

M.&S.M. 

3,80 

2,01 

69 

7.1 

49 

09 

5,5 

S.l. 

2,40 , 

1,85 

76 

7.8 

4.1 


Average net receipts of each railway and the percentages 
they represented of the capital at charge compared 
during the two periods were as indicated in Table 30. 
During 1924-30, the Burma/ B.B.&G.I., M.&S.M. and 
B.T. showed average percentages varying from 6 to 8 per cent. 
The B.T. and N.W.(Com,) had an average exceeding 6 per cent. 
Net rdoeipts on the other railways varied from 3*2 per cent 
to 4-5 per cent. Thus, only five systems came up to the 
fnchcap© level of return, namely, 6-6 per cent, During the 



FINAJSICIAL STATUS 01' INDIAN BAJUVVAYS 


129 


depression period there was a steep decline in the rates of 
return. The highest average for the period was 5T per cent 
on the B.B.&C.I., which was ciorsely followed by the M.&S.M. 
with an average return of 4-'9 per cent. Among state- 
managed railways, only the E T. had as high a percentage 
as 4'4. The N.W.(C'om.) had 3'3 per cent and the others 
loss than 3 per cent. -On the Burma, E.B., A.B. and B.N. 
the percentage of net receipts to their respective capital at 
charge was more than halved. 

The principal deduction from not receipts before arriving 
at the profit or loss in working is the interc,it charges. The 
effect of the large scale program of capital expenditure during 
the pro -depression years was, as we have seen, to increase 
the interest charges. The increase under this head on 
different railways was the result of additions made to their 
capital during the pre-depression period, and therefore naturally, 
varied. Thus, iutorost charges during 1930-6, as compared 
with the average for ' 1924-30, wore as shown in Table 31, 
4*2 per cent higher on the S.L, and 31 and 30 per cent higher 
on the Burma and N.W,(Com.). On the others the increase 
varied from 15 to 24 per cent. 

TABLE 31 INTEREST CHARGES 




m lahhtt) 



Avtsiago 

Average 

Per cent of 


1924-30 

1930-6 


^t'Ua-manaijed ' 


Rs. 


Burma 

1,15 

1,64 

134, 

E B 

] ,()9 

2,01 

119 

El. 

5.29 

6,10 

no 

G I.B. 

3,81 

4,50 

118 

N W (Com ) 

3.63 

4,73 

130 

N.W (Sir.) 

1,34 

1,44 

107 

Company-imvmged 




A.B. 

76 

94 

124 

B.N. 

3,00 

3,46 

115 

B.B.&CI. 

2,48 

2,84 

115 

M.&S.M. 

2,05 

2,36 

115 

S.I. 

1,27 

1,80 

142 


After meeting the interest charges, the profit or loss in 
working the State-owned railways averaged for the two periods 
IJ-ISHB 
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as stated in Table 32. Of the ton systoius, two M^hich had 
losses during the first six years, naiuoly the A.B. and 
13. N., produced during the depression larger losses. An average 
annual loss of Rs. 14 lakhs on the former increased to li.s. 64 
lakhs ; and on the latter a loss of lls. 42 laklis per annum 
rose to one of Rs. 2,13 lakhs. The ll.B.&O.l. and E.l. alone 
continued to show some profits, natnely Il.s. S6 laklis on the 
former and Rs. 33 lakhs on the latter. The remaining 
railways had to face considerable losses. The average losses per 
annum worked out on the G.I.P. to over Ba. T36 orores ; and 
over Rs. 1 orore on the N.W.(Com.) and E.B. The M.&S.M. 
which had a high level of profits in the earlier period now 
operated at a loss averaging Rs. 12 lakhs a year. The 8.1. 
which yielded a gain of a erore per year, now showed a loss 
of Rs. 4 lakhs. The largest losses since 1930 were on the 
B.N. and N.W.(8tr.). 


^ TABLE 32. GAIN OB LOSi3 IN WORKING •*' 


State-managed : 

{hi lakhs of rupees) 

Average 

1924.30 

Average 

1930-6 

Burma 

36 

— 65 

E.B 

41 

—1,11 

83 

E I. 

2,60 

GI.P. 

1,03 

—1,36 

N.W (Com.) 

1,09 

—1,06 

N.W.(8tr ) 

( tompany -managed 

—1,07 

—2,07 

A.B 

—14 

— 64 

BN. 

—42 

—2,13 

B.B.&C.I. 

1,81 

80 

M.&« M. 

98 

— 12 

S.i. 

1,08 

• — 4 


* Including nn.scollanoous receipts and oliargos. 


These obsoi'vations relate to average results, during 
1930-6. A detailed examination of the annual figures shows 
that only two railways, the B.B.&C.I. and Tirhoot worked 
at a profit throughout the depression years. Even the E.l. 
was faced with losses during the first three years of the do- 
piession,^ On most railways the situation improved slightly 
after 1933-4 and the losses began to decroase. 
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It is interesting to examine how far these results assisted 
ill meeting the obligation under the railway convention to 
pay a contribution to the 8tate. According to the terms of 
the convention, the contribution was calculated on the tot,al 
capital at chai'gc, and the total surplus obtained from all 
State-owned railways. If a contribution of 1 per cent 
on the State’s share of capital is charged to the accounts of 
tlic individual lines, the surplus or deficit on each system, 
averaged over the six-year periods will be as shown in Table 33 : 

TABLE 33. SURPLUS OR DEFICIT TO MEET CONTRIBUTION TO 

GENERAL REVENUES 
{In InMs of rupees) 


Stale-managed 

1924-30 

19.30-0 

Burma 

10 

—1,00 

EB 

—5 

-1,02 

EL 

3,24 

-1,12 

G.I.P. 

—6 

—2,55 

N.W.(Gora ) 

12 

—2,21 

Company-managed : 

* 


A.B. 

—32 

— H5 

B.N 

—1,00 

—2,71) 

B.B &C.I 

1,1.5 

IG 

M.&S.M 

55 

— 50 

S.I. 

80 

— 43 


Tt will be soon that only six railways during 1024-30, 
could have shown a surplus after meeting the minimum rate 
of contribution. The E.I. and B.B.&C.I. would have shown 
balances of Rs. 124 and Rs. 115 lakhs respectively and those 
two railways present the best results. The average surplus 
on the S.I. amounts to Rs. 80 lakhs and that on the M.&S.M. 
to Rs. 55 lakhs. But four railways, the E.B., G.I.P., A.B. 
and B.N. show losses during the pro-depression period. 

If the contribution of 1 per cent is taken into account 
during the depression period, nine out of the ten State-owned 
railways show considerable losses. The B.B.&C.I. alone has 
a surplus to show, namely, Rs. 16 lakhs a year. The B.I., 
which had the largest average surplus in the pre-depression' 
period, now has a deficiency almost as large as the previous 
surplus. The largest deficit is that shown by the B.N., to 
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the extout of R.s. 2'70 ororcs. N('.xt in ilesei'iidiniu, order, 
we have the O.I.P. with a dotieit of Its. 2'5r) erores ; the 
]Sf.W.(Com.} of Hs. 2'2]1 orores ; E.IJ. of Hs. ld)2 erores 
and Burma of a crore. The averages deficits on the A.B., 
M.&S.M. and S.I. wore less than a eroro. 

Wo may conclude the px'esent .study of tlie financial status 
of the State-owned railways with a eomiiavison of tlio geneva] 
position of the state-managed and the c-otnpauy-managod 
railways during the pro-dcpre.ssion and the dejirossion periods. 
Of the ten principal commercial lines (that is, exohuUng N.W. 
Strategic) live railways were under direct State management 
and five under company management.. Tlie average results 
for the two groups for the six pre-depression and depression 
years are given in Table 34 ; 

TABLE ;M. average UE.SULTS ON .STATE -M.'VNAOEn AND' 
COMPANY-MANAGED RAILWAYS COMPARED 

Stato-inauagf'd Coinjjany-inanagotl 
railways railways 



1024-30 

1030-fl 

1024-30 

1030 fi 

(1) Gros..? traffic receipts 

1-00 

S7 

100 

89 

( 2) Ordinary working exponsos 

lOU 

03 

100 

00 

(3) Total working oxponsoa 

100 

OH 

100 

100 

(4) Oporabing ratio (exc. dop.) 

54 

50 

50 

50 

(6) Operating ratio (ina dop.) 

05 

75 

01 

71 

(6) Not receipts 

100 

08 

100 

71 

(7) Average per eent of net return on 

5'2 

2-0 

6-0 

3-.7 

capital at charge 
(8) Interest charges 

100 

121 

100 

119 

(9) Gam or loss (Rs. in Inlchs) 

6,49 

—3,86 

3.31 

—2,07 


Even a ouraory examination of those figures suffices to 
indicate that the company-managed railways fared better 
during the depression, than the state-managed railways. 
Gross traffic receipts declined on both groups, hut while 
"^there was a decrease of 13 per cent in receipts on state- 
managed lines, as compared with the average for 1924-30, 
the company-managed lines had a rejiuction of only 
11 per. cent. In point of control of operating expendi- 
ture, the State lines were more successful as they effected 
a deorense of 7 per ceut. The company lines had on an average 
96 pot cent of the expenditure during the pre- depression period. 
Taking depreciation charges into account, the total working 
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expenditure showed, during 1930-6, a decrease of 2 poi- 
cent on state-managed railways and no decrease at all 
on company-managed railways. Despite those features, 
the operating ratios on the latter were lower. The ratio, 
excluding depreciation, rose from 54 to 59 on State lines 
and from 50 to 50 on company lines. Although the increase 
during 1930-6 was greater on the latter, the ratio was still 
3 below that on State lines. Including depreciation, the 
operating ratio increased by 10 on both groups, from 05 
to 76 on the state -man aged systems and from 01 to 71 on 
the company-managed systems. Here the ratios on the com- 
pany lines indicate an even better position, namely 4 per cent 
below the level of the State railways.. 

The average net receipts also disclose approximately the 
same position in the two groups. There was a considerable 
decrease in both, but that on company-managed linos was 
29 per cent as compared with their average for 1924-30. 
This is 3 iier cent higher than the average for the State systems. 
Expressing the net receipts as a percentage of the capital at 
charge of the two groups, the rate was 2‘9 per cent for 
state-managed railways as compared with 3'5 per cent for 
company-managed railways. There was almost the same 
difference in the rates during 1924-30 which were 5‘2 per cent 
for State, and 5‘6 per cent for comjiany, lines. This 
implies that the former on the whole never reached the Inchcape 
rate of 5-| per cent return on capital whereas the latter did. 

The increase in interest charges was approximately the 
same and amounted, as compared with 1924-30, to 21 per cent 
for the state-managed group and 19 per cent for the company- 
managed group. Deducting interest, there was a deficit of 
Rs. 3-86 crores in 1930-6 against a surplus of Rs. 5'49 crores 
in 1924-30 on state-managed lines. On company-managed 
linos a total surplus of Rs. 3'31 crores was transformed 
into a loss of Rs. 2*07 crores. 

The trends, generally speaking, were similar on both the 
state-managed and company-managed railways. The differ- 
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elites in the pcrfoinnanc-c of ihe two classe.s, taken as pi’onj^s, 
were not great and too nmeh shouid nol ))o i'(‘iid into the 
group results. Yot it is sigiufica,nt that, the iina! resuits tip 
the scale under most of the luanls in favour of the 
company-managed railways. 

While the comparison points to the supei’iority of company- 
management, even with all the limitations uiuiei' \vhich private 
enterprise njierates on our railways, the financial rosnli.s do 
not afford the only criteria. With the tendency to emphasise 
and serve the interests of the public in a fullor sense, such 
as through attempts to improve the amenities of the users and 
of the employees — which must be' more dominant in State 
railway imdertaldngs, particularly with a Jegislatnro constantly 
exerting pressure to that end— it may well bo that the sacrifice 
of revenue to the administration may lie more than offset by 
public satisfaction and the goodwill thus engendered. Final 
conclusions on the merits of the respective systems must, 
therefore, be reserved until all those facts ai’c weighed and 
discussed. 

The general conelusions emerging from the survey of the 
financial results of working may be summed up as follows : 

(1) The financial record of the Indian railways tairen as a whole dunng 
1900-H0, has been quite satisfactory, as the traffic receipts have increased 
and yielded a substantial surplus to the State after payment of the interest 
charges 

(2) Only two railways, the E I. and B.B.&C.I , have throughout 
yielded substantial luofits to the State. Among the others only the A.B 
and the N.W. liavo during 1900-30, produced on an average a loss to the 
State. The reraahiing lines have on the whole produced a gam to the State. 

(3) Tlio trend of working expenses has been steadily upward, parti- 
cularly during the second decade of tho present century ; but during 1 920-30, 
there has boon a tendency to stabilisation of working expenditure at higher 
levels. 

(4) During the post-separation period, the operating ratio, therefore, 
tcndi'd to remain on higher levels, (principally in consoquonco of the in- 
creased working expenditure). But earnings were generally sufficient 
to -meet all the charges and leave a surplus adequate to pay the oontri- 
butiou and aooumulate a reserve fund. 



PINATSTCTAL STATUS Oli’ INDIAN RAILWAYS 


135 


(5) The depression period exposed two defects which ^rel’o observed 
during the pi'cvious years, namely, the higher standards of expenditure 
and the effects of the enormous capital expenditure These two factors 
operated to reduce net rcoeijits and to increase interest charges to such 
an extent that only the El, and B N &C.I ucre during 1930-6 able to 
meet their interest charges out of their net receipts. 

(6) The status of ceitain railways is shmyn to have become worse 
during the post-.soparatioii years Thus the B N. au<l B B , which on 
the whole, produced a surplus on their working, appear to have deteriorated 
financially during 1925-35, 

(7) A remarkable feature brought out by the analyses lu this eliajitcr 
IS the comparatively better picture presented by the cotiipany-maiia.ged 
railways Thu.s, as regards the operating ratios and the percentage of 
not receipts to capital, these lines show that the growth of expciidibiiro 
has been comparatively lower and the decline in the percentage of net 
receipts to capital has been loss than on the state-managed railways during 
the depression period. 

(8) The Separation Convention prc.scribcd tliat the State-owned rail- 
ways should bo so operated that they should pay in addition to tJie interest 
on capital, a contribution of one per cent to the State on its outlay If 
tlic ability to pay this contribution is taken as the tost of .successful opera- 
tion, nine out of the ten main systems must bo doeincd as having utterly 
failed to produce a satisfactory result during 1930-6. Even the B.l i.s 
found to have been short of Rs 1,45 laklis on an average* to pay the con- 
tribution during 1930-6. Only the B B &C.1 comes out of this test witli 
a surplus balance in excess of one jicr cent of the capital outlay Ihus 
the eight of the ten have found it impossible to cover even the interest 
on the capital at charge, out ot their net receipts That part of tlu' con- 
vention which relates to the contribution, was nullified by the fituuieial 
results during the depression 

The financial position of Indian raihvays since the separa- 
tion discussed in this chapter deals only with the final rosiilts. 
The significance'" of the results of working can be properly, 
understood only in the light of the factors which have in- 
fluenced them. These factors are, broadly speaking, to be 
found in the volume of traffic and expenditure incurred by 
railways in handling it. We shall now proceed to a detailed 
study of these topics, 
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Tlio natiu'fi of a railway’s income, 13() Progress of earnings on iiKlian rail- 
ways, 1;17 J’fincipal sources, pahsdiger and goods ira.lUc, 1158 Im- 
provement in traffic and earnmgs since 1000, 110 
Pour classes of passenger traffic : their chnrneteristies, 141 (Jhanges in 
statistics, and the new clas.sification of railways, 1-12. 

First class . iminterruptod decline in traffic, 115 Passengm’ inile.s rind average 
leads, 147 Parmng.s, progre.s.sivc delcrioiation since 1923-4, 149. Average 
rate per passenger mile, 150 ytriictnro of first class fares, 151. 

Second class . steady decrease in traffic, 155 Passenger mile.s and average 
loads, 168. Earnings, decrease similar to first class, 159 Average receipts, 
161 Second class fares, 161 

Inter olas,s : trend of traffic .since 1924, 164 ras.sengcr miles and average 
leads, 166. Earnings better than the iippi'r elasso.s, 167 Average 
rates and passenger fares, 168. 

Third class; unquestionably the most important of all the classes, 171. 
Number of passengers, 173. The trend of passenger miles and average 
loads different from that of the other classes, 173. Earnings, average 
rates and passenger fares, 175. 

Upper class passenger service railways seriously affected, 179. Tram load, 
earnings per seat. Effect of increased accommodation, 180. Upper 
class pass'iiiger service, a losing proposition ; economie.s from abolition, 
182. 

The problem of the inter class ; the case for its retention, 185 State 
managemont and passenger fares, 187. Cost of rail travel compared with 
that in other countries. The need for a dynamic ]iolicy, 188. 

Railways obtain their income by carrying traffic and charging 
a certain price for the service they render. Their earnings 
are, therefore, dependent on both the volume of traffic and 
the priee charged for transportation. Railways are parti- 
cularly susceptible to the law of increasing returns. Conse- 
quently, it costs them proportionately less per unit of additional 
ti anspoi tation, a fact attributable to the high proportion of 
fixed costs on account of the elaborate machinery, plant and 
equipment, which have to be maintained irrespective of the 
quantity of traffic moved. This characteristic explains why 
a slight increase in traffic may often be accompanied by a 
more than proportionate increase in the net income. A second 
feature is that transportation is a perishable commodity: 
IV cariiiot bo 3tore(i or conservorl. TVTmof ^4 
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is being produced. It, therefore, pays a railway to sell all 
the transportation which it can produce. This has led to a 
pricing system, the objective of Avhioh is to increase traffic 
to the maximum capacity of a railway, A study of railway 
tiaffic and the rating system is vital to the proper understanding 
of the financial condition of railways. 


PROGRESS OE TRAPPIO EAr.NINGS 


The ])rogressive character of the gross traffic receipts of 
Indian railways since 1900 was indicated generally in our 
discussion of the operating ratio. We may now proceed to 
examine their trends in greater detail. A striking increase 
is described by the gross earnings of all railways during the 
present century. It is uecessaiy to remember that the period 


TABT.R 35. PROGRESS OF GROSS EARNINGS AS COMPARER 
WITH ROUTE MILAGE AND CAPITATA 

(ALL railways) 


Year 

Gross earnings 
Rs. in croros % 'of 1900 

. Per mean 
niile- worked 
Rs. 

Ponte milage 
% of 1900 j- 

Cap 

%of; 

1900 

31 '54 

100 

13,026 

100 

100 

1905 

41 70 

132 

14,744 

114 

109 

1909 

47 06 

149 

14,948 

127 

130 

1914-5 

60 43 

102 

17,123 

143 

168 

1919-20 

89'16 

283 

24,269 

148 

172 

'1920-1 

91 ’OO 

292 

24,842 

150 

190 

1921-2 

92'89 

295 

24,809 

151 

197 

1922-3 

106 65 

336 

27,986 

152 

212 

1923-4 

107'80 

342 

28,350 

154 

218 

1924-6 

114'75 

364 

29,786 

155 

222 

1925-6 

113-39 

360 

29,335 

156 

229 

1920-7 

112-36 

350 

28,640 

158 

239 

1927-8 

118 26 

376 

28,486 

160 

250 

1928-9 

118 87 

377 

28,029 

165 

252 

1929-30 

116-08 

368 

20,070 

169 

260 

1930-1 

106-58 

338 

25,084 

171 

264 

1931-2 

a7-21 

308 

22,055 

173 

266 

1932-3 

96-21 

305 

22,202 

171 

269 

1933-4 

99-58 

310 

22,927 

174 

2(J8 

1934-5 

102-81 

326 

23,635 

174 

269 

1936-6 

103-84 

330 

23,714 

174 

267 

1936-7 

108-07 

342 

24,668 

174 

267 

* Indian Railways 

Adininisirntwn Report, Vol. 

TT-f -I IT f» XT. _ 

II, 1905, 1909, 

t _ 

1910-7, 


and Railway Board's Reports, Vol. 

t Tho total route milage in 1000 was 24,702. 
i The total capital at charge in 1900 was Rh, 320-53 croros. 

18—1 sun 


1921-2 i 
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covered was one of railway develo])ineni and eA'j)ansion. Tn 
1900, for example, we had an aggregate ronto milage of 24,762, 
and on 31 March 1936 the railway Jietwork roprc.sf>nted a 
route milage of 43,021. The capital at charge also advanced 
during the same period frotn Rs. 330 crorcs in Rs. 886 crores. 
Every increase in the railway network brings additional traffic 
from the new regions exploited, and conseciuently some increase 
in earjiings. The traffic receipts have therefore to be considered 
in relation to this factor. To facilitate a clearer pej‘S])eotive 
of the earning capacity of Indian railways during the deve- 
lopmental period, the ]-)osition may be briefly surveyed from 
1900. 

At the beginning of the century traffic receipts of Indian 
railways amounted to Rs. 31‘54 crores. By 1909 the total 
milage had risen by 27 per cent, capital outlay by 30 per cent, 
and gross earnings by 49 per cent. The next decade witnessed 
an even more remarkable improvement. Tn 1920-1 the increase 
in the route milage, the capital outlay and the gross earnings 
amounted to 50 per cent, 90 per cent, and 192 per cent res- 
pectively. Towards the end of the next ten yeai’s, which 
will be examined in greater detail, the route milage stood, as 
compared with 1900, 69 per cent higher, while capital outlay 
and gross earnings were 160 per cent and 268 per cent higher 
respectively. The figures indicate that the gross traffic reoei])ts 
during the present century have improved much more in pro- 
portion to the increase either in the route milage or the capital 
at charge. The same conclusion is reached by examining 
the trend of gross earnings per mean mile worked. Prom 
Rs. 13,000 the receipts per mean mile steadily rose to 
Rs. 29,785 in 1924-5, representing an increase of 130 per cent. 

Traffic receipts are derived from two principal sources ; 
coaching and goods traffic. Coaching traffic consists mostly 
of passenger traffic and includes in addition parcels and certain 
miscellaneous services. ^The relative importance of the earnings 
from these two sources will be clear from Table 36, which 
presents the earnings from goods and coaching traffic for 
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TABLE 36. GOODS AND COACHING REVENUES-'' 
(all BAILWAy.S) 

(Es. in crores) 


Year 

Ra. 

Goods roverrae 

% of gross earnings 

Rs. 

Con riling i-rvrinir 
% of gross earnings 

1900 

20-37 

65 

10-26 

33 

1905 

26-2] 

63 

14 39 

34 

1909 

28-12 

60 

17.52 

37 

1914-5 

35 09 

58 

23 44 

39 

1919-20 

47-12 

53 

39-07 

44 

1920-1 

47-97 

52 

40 85 

44 

1921-2 

49-52 

53 

40 34 

43 

1922-3 

58 .30 

55 

43 83 

41 

1923-4 

60 64 

56 

45 05 

42 

1924-5 

66 83 

68 

44-90 

39 

1925-6 

64-83 

57 

45-82 

40 

1926-7 

65 36 

68 

44-48 

40 

1927-8 

69-58 

59 

45 67 

39 

1928-9 

71-44 

60 

44 50 

37 

1929-30 

69-09 

60 

44-67 

38 

1930-1 

64-66 

61 

39 97 

38 

1931-2 

68 88 

61 

36-89 

38 

1932-3 

56-99 

51) 

36-64 

38 

1933-4 

61-73 

62 

35-30 

35 

1934-5 

64 67 

63 

35-52 

35 

1935-6 

64-88 

62 

35-86 

35 

1936-7 

70-03 

65 

36-77 

33 


* Soureo samo as. for t)io provxous Uvblo. 


selected years before 1920 and the subsequent years, and ilieir 
percentage proportion. Generally speaking, Indian railways 
obtain about 60 per cent of their total income from goods 
traffic and about 36 per ceni from coaching traffic. Tii 1929*30, 
for example, goods earnings accounted for 60 per cent and 
coaching earnings 38 per cent of the total receipts. The 
difference which has usually amounted to loss than 5 per cent, 
represents cei’tain miscellaneous receipts.^ 

The principal features of the passenger and goods services 
during the period 1924-37 are examined in this and the next 
two chapters. Of the two classes of traffic, ])assenger traffic 
presents problems comparatively sim])ler in charactor and 
may, for convenience in treatment, be examined fii'st. 

^ These consisf of ilems sunli as tcl6gTOi)h onriiings, moomo fi'oin otlior railways, sueh 
as hire and penalties on interohangod stock, rent of stations jointly oooupiscl, routs, tolls, 
advortisoineat receipts, etc. 
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The striking increase in railvray revenues from the ))egiimiug 
of the present century is reileeted in coaching earniugs. The 
progress of passenger earnings, ro])resenting more than 80 
per cent of the coaching earnings may be seen from Table 37. 



TABLE 37 

PASSENGER RECEIPTS yVNJJ TRAEPJCri 



(all eailavays) 





(£o-. 

in crores) 




PasHcngcr 

Number of 


l-’as.sengei 

■ Number of 


coaohhig 

passengers 


coU:e}nng 

passemgers 

Year 

recciirts 

(ni millions) 

Year 

recc'ipts 

(in niilkons) 


Rs 



Rs 


1900 

8 05 

170 31 

1923-4 

38 09 

567 32' 

1905 

12-74 

248 1(5 

1924-5 

38 76 

576 35 

1010 

17 12 

371-.58 

1925-6 

39 49 

599 15 

J911 

18 49 

380 86 

1926-7 

38-12 

(504-37 

1912 

19 5(5 

417 23 

1927-8 

39 18 

623 12 

1913-4 

21 18 

457-72 

1928-9 

38 2-4 

620-11 

1914-5 

20 35 

451-09 

1929-30 

39-58 

034 30 

1015-0 

20-09 

404-38 

1930-1 

34 30 

575 83 

191(5-7 

23 08 

486-03 

1931-2 

31 35 

505-84 

1917-8 

25-23 

430 27 

1932-3 

31-32 

501-00 

1918-9 

28-98 

459-73 

1933-4 

30 09 

489 61 

1919-20 

33-16 

520 03 

1934-5 

30 35 

490 59 

1920-1 

34-77 

559-25 

1935-6 

30 50 

503-69 

1921-2 . 

34 29 

501-33 

1936-7 

30-33 

609 88 

1922-3 

37 59 

572 62 




* Source : Railwaye 

tn India Adnnnislmtwn Report, 

VSl, 11, anti 

Railway Boaid'a 


Repot ta, Vol. II. 

In 1900 total coaching earnings from all railways amounted 
to Rs. 10'26 crorcs, of which passenger receipts accounted 
for Rs. 8'95. crores. By 1911 the earnings under both had 
doubled, and by 1918-9 more than trebled. .From then until 
1925-6, barring 1921-2, each year set up a new record for both 
coaching and passenger traffic receipts. In 1922-3, earnings 
had more than quadrupled, and in 1924-5 the percentages 
as compared with 1900, rose to 438 for coaching earnings and 
433 for pa3,senger receipts. Till 1929-30 the percentages of 
earnings ■fluctuated above 400 but with the beginning of the 
.depression in the following year there was a large decrease. 
The percentages dropped to 344- for coaching eainings and 336 
for passoiigor earnings in 1933-4. During the succeeding 
three years the position remained about the same. 
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'The improvement in passenger traffic is even more clearly 
indicated by the number of passengers. In 1900 tliej^ totalled 
17() millions. In ten years, this figure was more tlian doubled, 
being 372 mdlions. In the next ten years, this rate of increase 
persisted and in 1919-20 the number had risen to 520 millions, 
I'cpresenting an increase of 195 per cent. Over the next two 
years, there was a further inci'ease to 561 millions. At the 
end of the decade, in 1929-30, the traffic rose to still higher 
levels 'and recorded the highest figure so far attamecl, namely, 
03 1 millions or an increase of 260 per cent over 1900. The 
number of passengers rapidl}^ declined in .succeeding years 
and in 1933-4 came down to 490 millions, the lowest figure 
touched since 1918-9. There was only a slight improvement 
thereafter. 

Tliai much of the increase dming the lirst twiaity years 
of this century represented a real and cxlen.sion 

of the travel market is shown by (ho fact that des]jite the 
severity of the depression, in the worst year for ])asscnger 
traffic, namely, 1933-4, the number of passengers Ava.s 178 
per cent higher and earnings 236 ])er cent higher than in 1900. 

Passenger tj-ansportation on Indian railways is })rovidcd 
under four cla-sses, first, second, inter and third. With the 
exception of one or two railways, •aU the systems maintain 
these classes ol services. The four classes are divided on the 
basis of the individual’s ability to pay for additional comfort 
in travel and exjiress a broad social stratification. The upper 
classes, first and second, are generally patronised by those 
who can afford the higher charges and constitute the wealthier 
section of the travelling public. Inter class finds favour with 
the upjier middle class and third with* the lower middle class 
and t,hc rest of the population. Hie relative importance of 
eacdi class from the point of view of tra.ffio and earnings has 
remained generally the same. In point of volume of traffic 
and revenue, the third cla.ss is the most im])ortant. In 1911, 
for instance, the number of third cliTss pa,sscngers was 348 
millions or 89 per cent, and the amount of earnings Bs. 15-73 
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crores or 85 per cent. The tirst, second and inter classes, 
together with season ticket and vendor traffic acooimted 
for the balance. The proportion of the ninnber of ])assengers 
by first, second and inter classes to the total was 0‘2 per cent, 
0‘8 per cent, and 3 per cent, I'espectively and the proportion 
of earnings from the>se classes to the total 3‘6 per cent, 4'5 
per cent, and 6‘9 per cent. 

The number of passengers in c'ach class disclosed largo 
increases during 1900-20 ; first class by 113 per cent ; second by 
182 per cent ; inter by 79 per cent ; and third by 199 per cent. 
Excofit in the case of inter, even higher figures were reached 
during the succeeding three years. 

The earnings from the four classes refiocted the upward 
trend in traffic. First class passenger revenues as compared 
with 1900 doubled by 1911, trebled by 1917-8, and quadrupled 
by 1919-20. Second class income was trebled by 1917-8 and 
ahno,st quintupled by 1921-2 Inter class was less rajiid in 
its increase of receipts, the revenue being doubled by 1915-6, 
and more than trebled by 1920-1. Third class passenger 
receipts, the most important of all, were better than inter, 
being more than doubled by 1911 and trebled by 1918-9, 
and more than quadrupled by 1924-6. Thus the expansion 
in income exceeded that in traffie.^ 

This brief summary of the trends of passenger traffic and 
earnings since 1900 hcljis one to view the situation during 
the .succeeding years from the point of view of long-range 
trends. Before proceeding to the develojiments since 1924-5, 
the chaiaetci of the statisticial data may he briefly examined. 

C!HANC1E.S IN STATISTICS ANL NEW CLASSIEIOATiON 

There is a break in the continuity of statistics with effect 
from 1922-3. In that, year was undertaken the reorganization 
in the compilation and presentation of railway .statistics. 
The traffic and earnings of the season ticket and vendor group 
were merged in the foj.r classes and separate figures are not 

“ Boo Btatisticftl Statemont II in the Appendix. 
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available from 1922-3 onwards. The grouping of the railways 
into three classes according to their earning capacity was 
also introduced from that ^mar onwards. While these changes 
vitiate the comparability of the earlier and later statistics the 
fuller data available after the revision facilitate a more detailed 
examination. 

As our survey deals principally with the Glass T railways 
during 1924-37, it should bo remembered that the earnings 
of these systems represent about 95 ])er cent of the earnings 
of all railways. 

For statistical purposes, the Class 1 railway.^ are divided 
according to their gauges, namely broad, metre and narrow. 
The railways in each group and their route milages as on 31 
March 1935, stood as follows : 

C!LASS 1 RAILWAYS GROUPED ACOORDTNG TO THEIR GAUGES 



Rail way. s 

Route milage on 


Broad Gauge 

;U March 193.') 

(1) 

Bengal Nagpni' 

2,522 

(2) 

Bombay, Baroda and Cciitiul India . . 

1,260 

(3) 

Eastern Bengal 

896 

(4) 

East Indian . . 

4,449 

(5) 

Great Indian Peninsnla . . 

3,.5r>.3 

(C) 

Madras and Southern Maiirntta 

1,157 

(7) 

Nizam’s State 

688 

(8) 

North-Western 

6,264 

(9) 

South Indian 

761 

“ 21, 


2Ielre Gauge 

(t) 

A.ssain Bengal 

1,319 

(2) 

Bengal and North-Western 

2,191 

(3) 

Bombay, Baroda and Central India . . 

2,208 

(4) 

Burma 

2,060 

(6) 

Eastern Bengal 

1,070 

(6) 

East Indian . . 

66 

(7) 

Jodhpur 

975 

(8) 

Madras and Soui.hern Mahratta 

2,079 

(9) 

Nizam’s State 

. 660 

(10) 

Kohilkund and Kumaon . . 

' 562 

(11) 

South Indian 

1,802 


14,993 
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Narrow flange 


(1) 

Bengal Nagi)ur 

!)2(i 

(2) 

Bombay, Bamrla and Central Indi.a . 

224 

(3) 

Easlpvn Bengal 

37 

(J) 

Great Tndian Pcninsuki . . 

24-1 

C) 

North-Western 

686 

(C 

South Indian 

1)1) 


'I’OTAL 


2,216 

38,768 


Tho length of line for the hroad, metro and narrow gauge 
railwaj^a ’(vero respectively 55‘G per cent, 3S'7 per cent, and 
5‘7 per cent of the total, but these percentages are no indication 
of their relative importance from the point of view of traffic. 
The passenger revenues earned from broad gauge are approxi- 
mately two-*thirds of the total or slightly more than twice 
the earnings of the metre gauge, with narrow gauge accounting 
for only a smaU fraction. 

The fluctuations in income of Class I railways wore almost 
identical with those of all railways. It will bo noticed from 
tho statistics given in Table 38 that passenger traffic receipts 

TABLE 38. PASSENGER TRAEFIC EARNINGS-' 

(Class I Railways) 

(Jis. in croren) 


Year 

Class I railways 

% of 1924-5 

All ra]hva,y,s 

% of 1924. 


Rs. 


Rs 

1921-2 

32-98 

89 

34-29 

88 

1922-3 

36-17 

98 

37-59 

97 

1923-4 

36-35 

98 

38 08 

98 

1924-.5 

36 97 

100 

38 75 

100 

] 93,6-6 

37-08 

102 ' 

39 46 

102 

1920-7 

36-47 

99 

38 12 

98 

1927-8 

37-47 

101 

39-18 

101 

1928-9 

36-44 

99 

38-24 

99 

1929-30 

36 81 

- 100 

38 58 

100 

1930-1 

32-68 

88 

34 30 

89 

1931-2 

29-87 

81 

31-36 

81 

1932-3 

29-83 

81 

31-32 

81 

1933-4 

28-51 

77 

30-09 

78 

1934-0 

28-76 

78 

30-35 

78 

1935-6 

28-95 

78 

30-66 

79 

1936-7 

28-08 

' 78 

30 33 

78 


nallwfms Adminwlration Aeporis. Vol. TI, 192US; and Railway Board’s. 
Rcpi/ris, \ ui. U, fur the fouDwmg yoaw, 
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were fairly stable from 1922-3. During the eight years 1922-30 
oariiings oscillated between Rs. 36 ororos and Rs. 38 crores. 
Only in 1925-G did they rise to Rs. 37'68 C'rore.s. the highest 
Iioint reached during the pre- depression period. The figures 
foj’ the depression jicriod provide an eloquent commentary 
on the effects of the crisis in contracting the travel market 
for railways. In 1930-1 passenger receipts dropped to 88 
per cent ; and over the next two years to 81 per cent. The 
lowest point was touched in 1933-4, wlien the comparative 
deterioration amounted to 23 per cent. 

We may now proceed to consider the trends of traffic and 
earnings during the period 1924-37 in the four classes of passenger 
transportation. 

FIRST CLASS PASSENGER TBAEPIC 

Number of passengers 

The Class I railways carried 1,195 thousand first class 
passengers in 1924-6, or about 10 per cent loss than in the 
jirevious year. There was, as may be seen from the figures 
and percentages given in Table 39, a steady decrease there- 
after, dropping, as indicated by the percentages®, to 90 in 
1927-8, 74 in 1929-30 and 48 in 1931-2. This deterioration 
continued uninterrupted and over the period 1933-7, the number 
of first class passengers had declined to between 38 and 40 
per cent of the basic level. 

The traffic on the individual lines reflected these trends, 
but broad gauge lines fared comparatively worse than metro 
gauge. The former carried 923,000, or 77 per cent of ilie 
total first class passengers during 1924-5, rexa-esenting a reduc- 
tion of 10 per cent on the figures of the xirevious year. Till 
1929-30, there was a gi’adual decrease averaging about 4 per 
cent a year. With the commenoemeut of the depression, 
however, thei-e was a landslide and from a percentage of 74 
in 1929-30, the number of passengers carried dropped to 46. 
in 1931-2 and 36 in 1936-6. 

» Th<i boro and in the following pages are worked oui, taking 1924-B as 

the base period, as may bo seen from the Tidilo.', 3i)-43. 

IS— IM'Ui 
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Metre gauge railways carried in 1924-5 only 260,000 
passengers or 22 per cent of the total. The figure declined 
steadily to 196,000, or to a percentage of 77 in '1929-30, a 
level higher than that on the broad gauge. During the depres- 
sion period, however, the percentage stood at half the basic 
figure and even in 1935-6, when the lowest level was touched, 
it was only 46 against 36 on the broad gauge, while in 1936-7, 
there was an improvement to 50. This group of lines thus 
exhibited a better record than the broad gauge. 

All these features are disclosed in a more or less accentuated 
form in the traffic of the different railways.^ The losses 
on some lines even in the pre-depression year were serious 
enough : the B.B.&C.I. (B.G.) lost 53 per cent and the Burma 
36 per cent of their respective traffic in 1924-5. The effect 
of the depression proved almost catastrophic to certain linos. 
The B.B.&O.I. which had carried 30 per cent of the entire 
first class traffic in 1924-5 had only 13 per cent of the number 
in 1933-4. The Burma carried only 30 per cent of the passengers 
transported in 1924-5. The decreases on the others, though 
smaller, were still considerable. During the next three years 
traffic remained stagnant on most railways. 

First class passenger traffic thus presented a serious situation. 

Passenger miles and average leads 

The volume of traffic measured solely by the number of 
passengers does nob allow for the effect of distances travelled. 
These may be combined into a single factor, namely, passenger 
miles, which present a more accurate picture of the volume 
of transportation. 

The passenger milage of first class passengers in 1923-4 
approximated 106 millions. The slighf decline in 1924-5 was 
followed by a rise to 127 millions during 1927-8, and the per- 
centage amounted to 120. Despite the decrease which started 
in the succeeding year the percentage for the passenger milage 

‘ For Ui 0 Btatistius of tlio different railways for soloct years, soo Statistical Statomont 
ill in the AiJpendix. 
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ill tlie pi’c-clopressioii year stood at l!() ayaiust 74 lor tho 
iiuiiibcr of passengers. Fi’oni ilie next yc'ar oimards passenger 
journeys deci’cased rapidly and the jK'rcentage dropped to 
76 ill 1933-4. The heavy decrease in the nninher of jiasscngers, 
however, was partly countei'balaiu-i'd liy tho increase iii the 
length of journeys. Even during tlic depression the decline 
ill passenger milage was not so stee]) as in the iiuiiiber of pas- 
sengers. In 1933-4 tlio nuinber of passengers was only 40 
per cent of 1924-5 whereas passenger milage stootl as high 
as 76 per cent. 

Broad gauge lines carried more than 80 per cent of tlie 
total. Passenger milage in both groups reached the highest 
levels in 1927-8, the percentages being 123 for the broad gauge 
and 111 for tho metre gauge. The comparison of tho per- 
centages indicates that both hi regard to the pro -depression 
increase and the decline during tho depi'essioii the metro gauge 
as a group wa^ on a lower level of about 10. 

The larger passenger milage as compared with the number 
of passengers was undoubtedly an important factor which 
prevented tho financial results of first class from becoming 
worse than they were. Thus with but 13 ]jcr cent of the 
passengers carried in 1924-5, the B.B.&0.1.(B.G.) had, in 1933-4, 
77 per cent of the passenger milage. By 1936-7 a turn for tho 
better is to be seen on most Imes. With two-fifths of the 
first class passengers carried in the basic year, the Class I rail- 
'ways in this year did four-fifths of the }jassenger milage. 

Those higher levels of passenger milage are to be explained 
by the longer average journeys done by the public. The effect 
of the distance factor is brought out .clearly by the statistics 
of average leads. The average distance travelled by the first 
class passenger showed an uninterrupted increase throughout 
the period. From 88 miles per passenger in 1924-5, the lead 
_ advanced to 138 miles in 1929-30 and to 181 miles in 1936-7, 
■ imu'easos respectively of 56 per cent and 105 per cent. 

The average leads on broad and metre gauge railways 
showed dilfbrent rates of increase. During 1924-30 the average 
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load on tlio fowncr rose from 02 miles to 140 miles and to 211 
miles by 1936-7. The leads on the metre gauge increased 
from 75 miles to 103 miles atid to 109 miles over the same 
periods.® 

Idm flnctuat]on.s and trends referred to in connexion wiih 
the number of passengers, passenger miles and leads must 
have operated on the earnings from the first class. Let us, 
thci-efoi'e, examine the characler of earning.s from this class 
during the period 1924-37. 

Ramhicjs 

The total receipts from first class pas,sengcrs in 1924-5- 
amounted to Rs. 120 lakhs, a decrease as compared with the 
previous year of Rs. 8 lakhs. The figures for .succeeding years 
disclose a progressive deterioration. In fact, there is not a 
single year during 1923-34 in which tlie decline was arrested. 
Till 1926-7, there was a gradual decrease, but from 1928-9 
onwards the fall in receipts accelerated. The percentage 
dropped to 86 in 1929-30. With the impact of the depression 
in the succeeding year it receded to 77 and by 1933-4 the 
bottom was touched, the earnings amounting to only Rs. 75 
lakhs or 62 per cent of those of 1924-5. The downward course 
appears to have been arrested in 1934-5 and at the end of 
1936-7, earnings amounted to Rs. 80 lakhs and the percentage 
rose to 67. 

These trends were faithfullj^ reflected in the revenues of 
broad and metj'e gauge railways. As in the case of traffic, 
the former accounted for more than three quarters of the 
total receipts from the first class, which amounted to Rs. 
93 lakhs in 1924-6. The decrease from this level is shown 
])y the percentage which declined to 87 in 1929-30 and to 60 
in 1933-4. Only a slight improvement to 70 oeciiiTed by 1936-7. 

The metro gauge juilways had larger losses during the 
pre-depression })eriod, but by 1929-30, the deterioration was . 

Tiio avorogo jditmoy.'i on (lio difforont linos, naUi?ft]ly oxliibit tho.so tondeiioioH in 
varying dogrooss. The B.B.&O.I. luid Iho liighe.st, recoid of mcroiiso from 31) imlss in 
niSd-f) to iso miles in 1U36-7, an inoreaho of 500 per cent. For the figures of the other 
railways wo Appendix. 
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at about ibc same level as the broad gaug(i hues. They sustained 
a greater dimiimtiou of income during tlic de[)rcsRion and 
in 1933-d-, the perecutagc of i’eeeij)ts stood at 54. Thus of 
the two groups, broad gauge railways shona^d over the whole 
period a lower rate of doclino. The earnings of tho metre 
gauge railways, already suaccptiblo to gj'(3atej' decrease prior 
to 1930, ])roAmd to be particularly so during succeeding years. 

First class passenger receipts on the Olass I railways thus 
disclose a steady decline throughout the ])ost-soparation period. 
This, it may be recalled, I'Uiis counter to the trends of passenger 
receipts considered earlier, which showed the beginning of a 
decrease only after 1930-1. But the decrease in first class 
passenger revenues had started in 1923-4 itself, and has per- 
sisted tln’oughoArt the era of higher levels of passenger earnings 
after 1924. The tendency appears to be abnormal and iu- 
eoiisislcnt with the general trends since 1900. The first class 
has not only been excluded from participating in the pros- 
perity of the post-W'ar decade : it has failed ermn to maintain 
its own earlier levels. In fact, the number carried during 
1936-7 was less than that of 1900 itself. 

Undoubtedly more than one factor has been at work to 
bring about tins decrease in earnings, but from the point of 
view of railways changes in passenger fares, other things re- 
maining unchanged, would he most likely to exert a direct 
influence on total earnings. Generally speaking,, enhancement 
would have the effect of depressing demand and a decrease 
that of stimulating it. An examination of the average fares 
for the first class will, even if it proves nothing else, serve, at 
least to eliminate one factor which, from the side of the rail- 
Avays, operates dh’ectly on earnings. 

Average rale charged pei’ mile per passenger 

_ Tlio average receipts per first class passenger per mile on 
Class I railways amounted to 23-2 pies in 1923-4 and 21-8 pies 
in 1924-5.® There was' a gradual reduction during the suooeed- 

* Sets T. tibia 40 wluoh presonts tba averago ratoa pm iiiilo fox' all tlie olassss. 
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ing years, and in 1929-30, the average rate was 16'1 pics per 
mile, a decrease of 26 per cent as compared with 1924-5. From 
the following year onwards there wa,s a rise to 18 pies in 1932-3. 
The average rate stood at this level till 1934-5 after which 
there was a slight decrease. 

Average rates on the broad gauge railways were lower 
and amounted to 20‘8 pies in 1924-5, as compared with 24'4 
pies on the metre gauge. There was a gradual decrease to 
15‘3 pie,s or of 26 per cent on broad gauge in 1929-30 and to 
19‘1 pies or of 22 per cent on metre gauge in 1931-2, after 
which there was a slight increase of more than one pie on tlio 
former and less than a pie on the latter. 

The trend has thus been of a substantial decrease during 
the first six years and a slight increase over the succeeding 
period. On certain lines there was a material increase during 
the depression as compared with 1929-30, as on the E.T., 
G.I.P. and N.W.‘ 

As the statistics of average rates per passenger per mile 
are obtained by dividing the earnings by the total passenger 
miles of the class concerned, they reflect the effects of both 
the changes in fares and concessions, as well as the distance - 
preferences of passengers. The second factor becomes specially 
important where a telescopic fare system is in use. That 
an increase has occurred in the average length of journeys 
has already been stated. We may now consider the chaiigos 
which have taken place in the structure of first class jiassenger 
fares. 


First class passenger fares 

Although passenger transportation does not present such 
complex problems of reasonableness, preference and discrimi- 
nation as are frequently met in the carriage of goods, passenger 
fares may be di scrim inatory, or too high, or too low. The same 
reasons which impelled Government jio prescribe maxima 
and minima rates for the transportation of goods also dictated 
the adoption of a similar practice for passenger faros. Prior 
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to April 1917, tlio maximum fare of each class was 50 per cent 
higher than tlio minimnm. The mimmmn for first class was 
12 pies and the maximum was 18 pies per passenger per mile, 
The diificulties during the period of the war and the urgency 
of conservation of locomotive ])owcr to meet militajy and 
other essentia] traffic rendered it imperative to I'e.strict passenger 
traffic. As onhancomenis prescribed within the maxima proved 
inadequate, the Government of India issued orders in April 
1917 rai.sing the maxima fari'S. Compared with the minima, 
the enhancement, s resulted in raising the maxima to twice 
the minima for the first three classes. Thus tire maximum 
for the first class became 24 pies per passenger per mile. By 
1922-3, as a result of the increase in the cost of working ex- 
penses, the maximum was raised still furthei’. Tlio com- 
parative increase in the fares was as follows : 

Perf-entago of 

Miititniim MaxLnumi max to min, 

Prior to 1917 12 pies 18 pics ISO 

April 1917 12 „ 24 „ 200 

] 922-3 12 „ 32 „ 20(3 j 

While, therefore, the minimum was left untouched, the 
maximum was raised from 150 per cent to 260| per cent of 
the former, thu.s widening the margin considerably. Despite 
the increase of the maximum to 32 pies, certain railways 
rc'tainod the maximum of 1917, as the effective rate, while 
others such as tho B.B.&O.I., x\.B., G.I.P., M.&S.M. and 
S.I, took advantage of tho higher maximum to raise the fares 
to 30 plies. There were with a few exceptions, two scales in 
the rates, namely one, for tho first 300 miles and the other, 
which w'as lower, for the remaining distance travelled. Al- 
though some reductions were made hy 1924-5 the position 
was generally as stated above. The fare for the first 300 
miles was 24 pies and for tho remaindor 18 pie.s. On tho E.B. 
and B.I, the rate was 30 pies, hut on tlie former tho distance 
was reduced to 180 miles for tho first scale after which a fare 
of 20 pies was applied. On tho latter, the fare for the excess 
over 300 miles was 22| pies, which was also the general rate 
on the trains other tlian mails, without limit of distance, 
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By 1929, further reductions were effected on most of the 
railways.’ The lowering of fares took different foi'tns. In 
some cases the fares themselves wore lowered, aiiid in certain 
others additional steps wore introduced in the scales as on 
the E.l. In a few cases as on the G.T.P. and S.I., the 
differentiation of distance was abolished and the j)rinciple 
of a uniform fare per mile regardless of distance was adopted. 
While in 1925 the stejis in the scales of distance were generally 
two — i-300 miles, and 301 miles and over — in 1929 the first 
step was reduced to 1 to 100 or 150 miles. This gave rise on 
the E.l. to an intermediate scale of 101-300 miles. Where 
the 150 mile-scale became the limit of the first step, the second 
was reduced to 150 miles and over. 

During the depression attempts were made to prevent 
deterioration in passenger receipts by modiftcations in fares. 
If wo take the position in 1935, changes have been few in the 
basic faros. Only certain railways sought improvement by 
a revei'sion from uniform milage to distance scales, a ch.ange 
from the latter to the former, or a slight enhancement of the 
fares for the longer distances. Thus, there was by 1935-6 
but a slight rise in the fares on the E.I., but the manipulation 
in the scales and enhancements produced in other cases an 
increase of, even 33^ per cent. 

The effective rate is that for the first distance. As the 
average leads on most of the railways for tho first class passenger 
are less than 300 miles, and on many even less than 150 miles, 
tho milage for the first step in the distance scales, it may well 
be that the benefit of reduced faros for longer distances is not 
seenred by the majority of first class passengers. 

While the basic fares remained generally as described in 
the foregoing paragraphs, there were a number of reductions 
below the basic fares offered in connexion with week-end travel, 
return fares, holiday concessions, etc., which represented a 
large volume of first class travel. It is not possible to estimate 
tho effect of these concessions on total earnings. Eurthor, 


Nttuwly, E.B,. K.I., O.l.P./M&S.M., N.W. anrl S.I, Ba!hray.s, 
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not all the railways were equally generous in the rediKitions 
offered. There was also no uniformity in practice. The level 
of the average receipts per passenger per mile is depressed 
as compared with the faros as much by those concessions as 
by tlie operation of the fares for longer distances on telescopic 
scales. 

The conclusions which emerge from the survey of first class 
passenger traffic on Glass I railways are : 

(1) E.ii'uiiigs froai fii'est oLish passi'iigers have Hiitfonsd an sei’iou.s a 
dfLorioratioii a.s to roadcr tlio prospect of a return to tlie older levels iiitdio- 
iionnal oonditioiis very remote 

( 2 ) Tho pliououioual doolino in the number of ptiHsengers provides 
important cvidcneo that tho first class pa,s.senger service is no longer as 
attractive as it used to bo to the travelling public. That the reduel.ions 
in fares and coueossions during the prosperous years before the dujiressiou 
have had little eft'eet in stimulating travel in that ‘class and have also faded 
to arrest the dotorioration, indubitably proves that tho first class has 
definitely lost its hold on its former patrons. 

(3) Tho higher passenger milage agaiiisb tho doereasLng number of 
jiasseugers and the advancing average leads show that tho first class is 
patronised only by long distance passengers and that shoi’t distance passen- 
gers have preferred to go either by a lower class or alternative modes uf 
traasijort 

(4) Average rocoffits per first class passenger have, after tho earlier 
decreases, risen to relatively higher levels, but the structure of fines has 
remained almost the same. 

SBOOND CLASS PASSEKGBfi. a’BAirjTlC 

Number of passengers 

\ 

Tho second class passenger service comes next to the first 
in order of cost, comfort and attractiveness. The statistics 
of second class passenger traffic and earnings are given in 
Table 41. 

Tire number of passengers travelling by second class was 
10'36 millions in 1923-4 and decreased to just under 10 millions 
in 1924-5. The traffic recovered to 10^39 millions by 1926-7, 
but gradually declined to 9’35 millions in 1929-30 and 5‘2Q 
millions in 1933-4, The bottom was touched at 4*76 millions 
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in Ji)3fi-7. In cousutcriug those figures, it siioiifd iio renicin- 
{)er(M{ that second class passenger traffic witnessed oji abrupt 
rise during 1923-4. Tins is borne out by the total figui’cs fur 
ah railways since 1911.® Taking the figures of all railway.s 
conunencing from 1911, we find tliat the number of passengers 
abuosi doubled within the space of one yt'ai", 1923-4, and this 
liigli level as eomparod with 1922-3 was mauitaiuod abuosi 
till the close of the prosperous pha.so of the separation ]jeriod.® 
Comparing the iierforinanee of second class rvith (ir.st, ]ia.ssengor 
traftie seems to liave lieeii bettci' sustained in the former. TIk' 
numlier of second class passengers has exceeded, even during 
the depression, the average of tlie decade l!)]l-2(). The first 
class on the contrary has suffered so serious a deterioration 
that tlie nmncricai proportion of 'tlic traffic since 1930 lias 
shrunk to smaller dimensions than in 1900; in 1934-5, it was 
only one-half of the number of passengers in 1911. 

Broad gauge raihvays aeeouiitod, as with first class, for 
the major portion of the second class traffic. They carried 
8‘27 million passengers in 1924-5, the proportion to the total 
on Class I railways being 83 per cent. This is about 10 per 
cent higher than the proportion tiiey had in respect of earnings. 
During the next three years there was a slight increaso. But 
from 1928-9 onwards tlie number declined, the losses during 
the depression being particularly heavy. ' The peroeutage 
decreased to 82 in 1930-1, 50 in 1933-4, and 44 in 1936-7. 

Metre • gauge railways fared better. Starting with TG6 
inillion j)a!3.sengers ui 1924-5, they enjoyed higher levels 
of traffic, the peak of r87 millions, an increase to 113 in the 
percentage, being reached in 1927-8. The decrease during 
the succeeding years brought the porcontago down to 101 in 
1929-30, after which there was a I’apid decline bo 63 by 1936-7, 
a level substantially higher than that on the broad gauge in 
the same year. 


" ApponUiK, Skifcomoia. ^ , 

A good part of this-inc-rf>aaf should bo (wribod to tlin inclusion of thi' 
tii'la'l jiotclors xindor Iho clifforont, c!awH<<8 wif.h olfocl, from 11)23-4. Thera i.-. iiiifortuTiately 
no iiuheation of tho oxtont of the traffic by olaasoM to attempt ant estimate of the meroaso 
rtiio to this ohtingo in staUstics. 
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'’J’'he ireud as regards llio niimljoT' of second class ]jassongers 
has thus heen sianlar to tliat refciTod to in connexion with 
the first class, ])nt the extent of decrease was less. 

Pafis(i»ger miles and average leads 

Tlic passenger miles for second class described an upwaj-d 
curve from 360 millions in 1924-5 to 469 millions in 1927-8. 
After that year', they took a downward course and touched 
302 millions in 1931-5. The position wiili regard to ])'issonger 
milage is al>out the same as we found in the case of fir.st class. 
Until 1931-2 the milage travelled was well above tins base, 
and oven in 1934-5 the deerca.se amounted to only 16 ])er cent 
as compared with 49 per cent in the number of passengers. 
T’liere has, thorefoiw, been much loss deterioration as regards 
second class passenger milage. 

Broad gauge I'aiiways, as hr tlio other cases, did by fai' the 
largest proportion of the total. In 1924-5 they accouutod 
for 281 million passenger miles, or 78 per cent of the total, 
as compared with only 76 millions or 21 per cent by metro 
gauge. Tito percentage variations during succeeding years 
were almost similar except for the fact that the broad gauge 
tended to be 3-8 per cent higher prior to 1931, and 1-3 jter 
cent lower thereafter. But iti the last two years, 1935-7, 
there was an improvement on metre gauge railways to just 
under the basic level. 

The character of the recession in the second class passenger 
milage was the same as that in the first class, but the deteriora- 
tion in the performance of the former was not so great. In 
fact, tlio metro gauge group was only 2 per cent short of its 
basic level in 1936-7, as regards j)assenger milage, although 
it had 37 ])er cent less ‘passengers. But the broad gauge had 
89 per cent of the pa.ssonger miles with only 44 per cent of 
the passoirgers. 

fi’ho distance, s travelled by second class passengers have 
imdoubi.edly bceomo- lunger as may bo soon from the statistics 
of averagt'. leads. The average lead per second class passenger 
showed a uniform and steady increase frorn 36-1 miles in 1924-5 
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to 68'7 miles iii 1936-7, an increase of 90 i)er cent. The lead 
on the broad gauge was lower and stood at 34 miles in 1924-5 
and doubled by 1936-7. On the metre gauge the average load 
was longer, namely 46 miles in the basic year from which it 
increased to 72 miles or by 56 per cent in 1936-7. Tt may 
be seen from the figures given in Table 41, that the I'ate of 
increase in the first six years was approximately doubled 
during the depression period. 

The longer average leads on second class are not altogether 
a new development for onr railways. Examining the average 
leads during the last quarter ceutury, it is found that the loads 
started increasing from 1911. From 73 miles in 1911, the 
lead per second class passenger increased gradually to 107 
miles in 1916-7. Then followed a period of decrease to 67 
miles in 1922-3. As much longer leads wore reached then, 
the long period movement may be stated to have been more 
towards a decrease than an increase. But during the thirteen 
years covered in the present survey, the leads have approxi- 
mately donhlecl ; but even this is less than the average length 
of journey dming 1916-7. 

Earnivga 

The earnings from second class amounted to Rs. ] ‘95 ci'ores 
in 1923-4, and Rs. T85 crores in 1924-5. The trend of earnings 
- during succeeding years was not one of such imreiievod deterio- 
ration as from first class. Although the pre-separation year 
did 5 per cent better aiid the curve of earnings was downward 
till 1926-7, there was "an increase of 2 per cent in the following 
year. KSince then the percentage declined to 96 in 1929-30, 
and to 74 in 1933-4. At the end of 1936-7, second class 
passenger revenues accounted for 77 per cent of the basic 
figure. 

The worsening in receipts, it may be observed, was not 
of such severity from year to year as that of the first class, 
and compared with 1924-5 the recession does not, takhig the 
depression into account, appear to bo so great. Tt is only 
when we focus our attention over a longer range that we discern 
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that the process of deterioration had in fact started nimii 
earlier. As the corresponding fignres for Class 1 railways 
are not available, the statistics of tne ])erforfnaueo of all rail- 
ways may be quoted. There was a grarlnal inereas'i from 
]900 to 1920- J in earnings from second class. The rev(-nue 
obtained in 1911 amounted to Rs, 83'S3 lakhfq and inei’oased 
to Rs. 22G-49 lakhs in 1920-1. li is not possible from Ihe 
statistical data available to isolate the increase attributable 
to the movement of troo]is and other factors dining the Avar. 
But since the tendency towards an increase had jirevailed 
throughout, it is safe to presume that a considerable portion 
of the increase was brought about liy normal expansion. Tho 
figure touched in 1921-2 was tho liighost reached. Bat for 
the interruption of a slight improvoraent during 1927-9, tho 
period ndn'ch followed Avas one of continued dochno for second 
class earnings. 

Broad gauge raihvay.s accounted for Rs. 137 lakhs or 74 
]ior cent of the total in 1924-5.- Tho receipts of tho rnolrc 
gauge m that year amounted to Rs. 44 lakhs or 24 per cent 
of the total. After a short-lived increase there ensued a steady 
and luivaried decrease in earnings from both groups till 1933-4. 
There Avas a tendency to improve during the next three years, 
but even this was limited to the broad gauge lines. By 1930-7 
only certain railways were able to recapture part of the lost 
I’evennes, but this Avas counterbalanced by a further deterio- 
ration on otIi(M\s. 9'he percentages given in Table 41 indicate 
some uniformity as regards the movement of earnings on tho 
two gronjis, though after 1929-30 the loss on the metro gauge 
proved Larger. 

Tlune, facts (miorge from ilio examination of the second 
class passenger receipts, FliAstly, second class betrayed fcbo 
same tendency towards a docreaso as was noticed in finst 
class. tSecoudly, the rate, ol decrea.se is nothing like so steep 
or rapid a.s in tho receipts from first class, and this is borne 
out by tho laei. that' even during the wonst year of the depression, 
eai nings decreased to only two-thirds of the peak figure.^ of 
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1921-2, whereas on the first class revenues were almost half 
the peak figures of 1922-3. Thirdly, the deterioration in 
earnhigs, on the whole, was much less than that in the number 
of j)Rssengors, but more than that in the passenger miles. 

Average receipts 

The average rate per second class passenger per mile was 
about half that of first class during 1924-37. It was 9'93 pies 
in 1924-5 as compared with 10‘5 pies in 1923-4. There was 
a gradual decrease to 7'53 pies per mile in 1930-1. It was 
only during th<j depression that the rate increased to beyond 
the level of 8 pies. Between 1931 and 1937, second class 
fares averaged between 8'22 pies and 8'77 pies per mile. 

Second class fares on the broad gauge averaged lOT pies 
per mile in 1923-4, and decreased to 7T6 pies.in 1930-1. Daring 
the succeeding years there was a rise to 8*55 pies in 1932-3 
and then a drop to 8*41 pies over the next four years. 

On metre gauge railways the average fare stood at 11 '5 
pies per mile in 1923-4. As with the broad gauge there was 
a gradual reduction to 9'24 pies in 1931-2. Despite an increase 
to 9*46 pies in 1933-4, there was a further decrease to 7*96 
pies in 1936-7, the lowest average rate during the entire period. 

The average fares on individual railways showed considerable 
variations. Average receipts per second class passenger per 
mile in 1924-6 varied from 7*06 pies on the B.B.&O.I. to 12*9 
pies on the S.I. on the broad gauge and from 8*18 pies on the 
ISr.S. to 13*7 pies on the Jodhpur on the metre gauge. The 
receipts per passenger in 1929-30 showed a substantial decrease 
in both groups. After an increase during the first four years 
of the depression, there were considerable reductions on the 
metre gauge lines over the next three years. Let us now 
'examine the changes in the basic second class fares. 

Second class passenger fares 

The structure of second class fares bpfore the last war was 
similar to that of first class. The maximum and the minimum 
were laid down by the (government of India within which 

21— 15UB 
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the railway administrations were free to fix fares between 
these limits. The imsition prior to 1917 and thereafter was 
as follows : 

Minimum Maximum 

Prior to 1917 6 pics 9 pics 

.April 1917 6 „ 12 „ 

1922-3 6 „ 16 „ 

Tlie increases in the maximum introduced in 1917 and 
1922-3 had the same effects as on first class. Tints the maximum 
which was originally 50 per cent higher than the minimum 
was raised by 100 per cent in 1917 and 166f per cent in 1922-3. 
The increase extended the limits within which railways could 
fix fares to more than three times the range allowed under 
the original system. 

Prior to 1917, the fares applied to second class on most 
railways wore simple. Some of them had a uniform rate per 
mile regardless of distance and charged either the minimum 
of 6 pies as on the S.I. on the maximum of 9 pies, as on the 
A.B., Burma and E.B. But most others had two scales, 
namely, 1—300 miles, and 301 miles and over. The faro 
for the first distance was usually the maximum or near 
it ; the fare for the second scale was pitched lower, usually 
the minimum. 

When the maximum was raised in 1917 and 1922-3, there 
were increases in faros. Some railways took full advantage 
of tliis to increase their fares to the full extent of the new 
maximum in 1922, such as the B.B.&C.I., M.&S.M., E.I. 
and G.I.P. The others kept their faros, or the fares for the 
first scale, slightly lower. 

From 1924 onwards the improvement in the general 
financial position encouraged railways to consider reductions 
in fares as already referred to, and by 1929 second class fares 
and scales reflected a substantial decrease as compared with 
1922-3, The reductions took the shape of either a lowering 
of the fares themselves or in the reduction of the distance 
for the first scale, or both. Xn the latter case, the lower fare 


Porcentago of 
max. to mm. 
l.W 
200 
266 i’ 
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started earlier. Thus on the B.B.&tl.I. in 1922-3 the fares 
wore 15 pies per mile for 1 — 300 inile.s and 9 pies per mile 
for additional distances. In 1929, the fares became 12 pies 
for 1 — 150 miles and 9 pies for additional distances. Con- 
cessions on holiday travel were offered on certain railways. 
Further facilities were given by a revised scale of charges for 
parcels and baggage, representing a reduction of 15 per cent. 
Thus during the period 1924-30, there was a tonilency towards 
lower fares on most of the railways. It was also realized that 
the decrease of income in spite of the increase in the number 
of passengers was to be attributed mainly to the lowering of 
fares. 

With the commencement of the depression and the con- 
sequent doolino in earnings, certahi adjustments in rates and 
fares were introduced. A slight enhancement was made and 
the concessions previously given were partly withdrawn. A 
general idea of the charges for second class travel during the 
depression may he formed by comparing the fares in 1935 
with those in 1929. On half the Class I railways there were 
no alterations at all. On the remaining lines an attempt was 
made to retrieve the losses or arrest further deterioration by 
manipulation of scales, distances and rates. The scales were 
abolished in favour of an equal milage rate or vice versa. In 
some cases the distances were reduced for the first scale. All 
these adjustments were carried out to check the decline in 
earnings. 

As the average leads have varied over the period within 
only 70 miles, the effective rate must have been the basic rate 
applied or the fare for the first distance of the scale whore 
more than one step was introduced. The fact that the average 
fares have been lower thaji the basic fares may be explained 
by the effects of tlie concessions and’’ reductions allowed on 
return tickets, etc., and the effects of the telescopic scales on 
receipts. 

It will be seen that second class fares also have been roughly 
the same from 1924 onwards. The slight adjustments here 
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and thoro helped to prevent undue decrease in traflie and 
earnings from this class. But viewing the situation since 
1924, changes in fares can hardly account for the general 
decline in traffic and earnings. We shall have to seek for 
the causes of this in factors other than changes in faros or 
the price of transport. 

The conclusions indicated by the examination of second 
class passenger traffic may be summarized as follows ; 

(1) Analysis of oarninga and average rales and fares suggests tliat 
thoj’o has been during the pciiod a certain amount of sustained demand for 
second class passenger services The deterioration in receipts has been 
much less than was noticed m first class. 

(2) The .second class betrays the same tondoiioy as was seen in the 
first in regard to the number of passengers, which has doetjeasod by inore 
tlian oiic-lialf. But as in the first class again, passenger milage has been 
much higher as compared with the number of passengers. Thus in regard 
to traffic, the second class shows a much stronger position than the first, 
the losses in the number of passengers being almost offset by the increase 
in passenger miles. 

(3) As regards the distance preferences of second class passengers, 
the increase has boon similar to that of the first. The second class also 
has ceased to hold the same attractions to the short-distance passengers 
as before, 

(4) The prospect of improving second class traffic and earnings appears 
to bo more hopeful than in the case of the first class. 

INTEB CLASS PASSENGER SERVICE ' 

Number of passengers 

The inter class passenger service stands midway between 
second and third. The volume of inter class traflfic during 
recent years has been about twice that of first and second 
combined. The number of pasbngers in 1924-5 was 12'26 
millions. There was a rapid increase during the succeeding 
years which brought the total number to 17'96 millions, raising 
the percentage to 146 in 1929-30. With the beginning of 
the depression, there was a sharp decline. By 1931-2 traffic 
dropped almost to the basic level ; in the following year, the 
perconbago declined to 89. As a result of stih further decreases 
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it came clown in 1934-6 to 85. Only in 1936-7 was there a 
perceptible sign of improvement, as a result of winch the 
percentage rose to 92. 

As may be seen from the figures given in Table 42, the bulk 
of the inter class traffic was handled Ixy broad gauge railways, 
which had in 1924-5 11*24 million passengers or 92 per cent 
of the total number for Class T railways. The curves of increase 
and decrease during the pT’e-rlepression and depression periods 
were similar to those recorded by the total figures. Thus 
the percentage increased to 139 in 1929-30, after which it 
dropped to 81 in 1934-6. 

Inter class traffic on metre gauge lines was remarkable 
for the substantial increase recorded during the post-separation 
period. Fx'om less than a million in 1924-5, the number of 
passengers increased rapidly to 2T0 milhons or, to 231 per cent 
by 1929-30. This phenomenal expansion affected the relative 
importance of the traffic on this gauge which increased from 
7 per cent to 12 per cent of the total for Class I railways. 
During the depression, the number of passengers was reduced, 
but even the decrease during 1932-3, the largest during the 
period on those railways, left the volume of traffic 35 per cent 
higher than in 1924-6. ' The next four years witnessed a 
recovery which raised the percentage to 171, Thus the metre 
gauge railways disclosed a substantially better record than the 
broad gauge. 

Passenger miles and average leads 

Tbo passenger miles clone in connexion with inter class 
passengers rose from 666 millions in 1924-5 to 756 miUious in 
1928-9, the percentage increasing to 134. In the next year 
there was a small drop of 6 milLious. At the end of the first 
three years of the depression the decrease amounted to 250 
millions and the percentage receded to 89. During 1933-6 
there was a slight improvement and the percentage stood at 93 
in 1930-7. 

Tho inter class ])assenger milage clone by broad gauge railw*ays 
amounted to 90 per cent of tho total in 1924-5. The increase 
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clux’ing tho next four years and the decline during the depression 
were similar to the movements in the total figures referred to 
above. The passenger miles on the metro gauge indicated a 
remarkable increase of 74 per cent during 1928-30. In this 
respect the transportation done w'as almost on the same hues 
as those denoted by the number of passengers in this group. 
There is to be seen also the same feature of relatively higher 
levels during the depression, as compared with 1924-5, in 
spite, however, of a large decrease. 

In one respect inter class traffic has differed from first and 
second classes. Whereas on the latter a higher pa,ssenger milage 
was shown as compared with the total number of passengers, 
on inter class the tendency has been towards a lower rate of 
increase. Thus the additional passenger milage amounted 
in 1929-30 to 33 per cent only as against 46 per cent in the 
number of passengers. The average leads are accordingly 
seen to decrease till 1930-1 and to mcrease only slightly, by 
2 to 3 per cent thereafter, a feature that is in marked contrast 
to the trends in first and second classes. As with the other 
classes, the increase in the average leads must have occurred 
through the loss of short distance passengers. The com- 
petition of road motor transport is particularly keen in the 
case of inter and third class passenger traffic ; part of the loss 
therefore may be held to have been caused through diversion 
of the traffic. It should be observed that this holds true only 
with respect to broad gauge railways, as the statistics of metre 
gauge record a comparative decrease in the average leads as 
compared with 1924-6, Generally speaking, howcvci', there 
has been, taking into account the decrease from 1925-G on- 
w^ards, a certain amount of steadiness in the leads of the metre 
gauge traffic in inter class. 

Earnings 

The trend of earnings from inter class indicates that the 
general position of the traffic receipts from this source was 
better than second class. Starting from 1924-6, earnings 
increased from Rs, 146 lakhs to Rs, 167 lakhs in 1927-8|, 
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or, expressed as a percentage, to 1J5 which was tho highest 
figure touched during the entire period under I'OAdeir. hrom 
the next year onwards there was a decrease, tho pace of 
which was accelerated during the depression. I ho per- 
centage of receipts declined to 108 in 1929-30 and to 70 in 
1933-4. There was no improvoniout till 1930-7, wnen it 
moved to 78. 

The comparative levels of earnings on the broad and metro 
gauges reflected tho features referred to already in connexion 
with the volume of traffic and leads. The receipts on broad 
gauge were in conformity with the trends of the total figures, 
but metre gauge lines showed, as might be expected from 
the additional traffic, substantially better results. Inter class 
earnings on the metre gauge stood 46 per cent higher 
during 1928-30. During the depression there was a decrease 
to the basic figure only. The earnings on metre gauge remained 
at tliis level during 1932-6, after which the percentage increased 
to 108 in 1935-6 and to 115 in 1936-7. Thus while inter class 
earnings in 1936-7 as cdinxiarod with 1924-5 wore 25 per cent 
lower on broad gauge, they stood 15 per cent higher on metro 
gauge railways. 

The movement of earnings from inter class appears on 
the whole to be in accord witli prevailing economic trends 
and this is confirmed by the nature of the recession during 
the depression period. Ono may, therefore, take it that the 
improvement of earnings from this class is only a question 
of general economic recovery. If we examine inter class 
earnings over a longer period, wo observe a double oyclo. .From 
Rs. 95 laklis in 1910, receipts increased to Rs. 191 lakhs in 
1920-1. There was a groat decrease during the next two 
yearn, when tboj' droiipcd to Rs. 138 lakhs, but earnings 
recovered again and increased till 1927-8, followed by tho 
oontraetion as stated above. 

Average rates and passenger fares 

I ho average rate per passenger per mile on inter class was 
5-09 ])ioa in 1923-4, the highest during the whole period. The 
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rate came clown during sncceeding years until it touched the 
level of 4 pies in 1929-30. After a slight increase to 4*24 pies 
in 1932-3, tlie average rate remained near about that level 
till 1935-G. In the following year, there was a further decrease 
to 4-11 pies. 

On the broad and metre gauges the average rate per passenger 
showed much less difference than was noticed in fir.st and 
second classes. They tended to approach the same level, 
though the tnetre gauge stood slightly higher during 1925-36. 
In 1936-7 the rate was almost the same, namely 4T0 pies on 
broad gauge as against 4T] pies on metre gauge. 

The structure of inter class fares before and after the last 
war may be seen from the following figures : 

Percentage of 

Minimum Maximum max. to min. 

Prior to 1917 3 pies pie.s 150 

April 1917 3 „ 6 „ 200 

1922-3 3 „ 7-p „ 250/200 

>• Higher rate for fast train eiovvioos. 

Although the enhancements of the maximum in 1917 and 
1922-3 were similar to those in the upiier classes, the difference 
between the maximum and minimum after 1922-3 was slightly 
less for inter class. Another feature was the differentiation 
introduced as regards fares by fast and ordinary trains. While 
the minimum was left as it was, the maximum of 6 pies per 
— the fare as increased in 1917 — was retained for the 
ordinary train service, and a higher maximum fare of 7|- pies 
per mile was adopted for the fast train services, ihe differ- 
ence between the maximum and the rainimmn was thus in- 
creased from 150 to 200/260 percent. The comparative sim- 
plicity of the pre-war basis gave place to a .somewhat elaborate 
scale. In 1913-4, for instance, some railways charged irres- 
pective of distance the maximum fare per mile, or a slightly 
lower fare. Some railways had two steps in the scale, 1-300 
and 301 and over, the fare for the latter being fixed lower 
than that for the former. The railways took full advantage 
of the raising of the permissive maximum both in 1917 apd 

22— jei-JB 
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1922-3, and the result was a complex fare structure with a 
differoutiation carried out with regard to the mail (fast) and 
ordinary (slow) train services and distances. The twofold 
scales of the first 300 miles and the excess distance appear 
to have boon adopted by more railways. The E.B. had a 
shorter distance, namely, 150 miles. Some sy.stems in fixing 
fares disregarded both the distance and the distinction hotwoen 
mail and ordinary trains, such as the M.&S.M. and hl.W. 
The. reductions in fares after 1924 took the shape either of a 
lowering of the basic fare itself for the first distance, or of leav- 
ing the f^fre for the first distance undisturbed and lowering 
that for the second distance. With these reductions during the 
post-separation years came a further amplification of the 
scalc.s. While two steps had become more widely used, some 
systems introduced a third step by reducing the first or the 
second distance or both. Thus the N.W. in November 1931 
had three steps, 1-50 miles at 5 pies per mile ; 51 to 300 miles 
at 4^ pies per mile ; and additional distances at 3-| pics per mile.' 

Concessions such as reduced return fares, weelc-cnd travel, 
etc., Referred to in connexion with the upper classes, the luggage 
allowances, etc., wore also introduced for inter class. With 
the beginning of the depression, there wore minor enhance- 
ments followed by a slight manipulation of the scales and 
distances, sometimes to arrest the decline in receipts or to 
meet road motor competition. But the structure of basic fares 
remained essentially unaltered. 

The average fares must necessarily reflect the effects of 
these changes in the scales. In view of the differences from 
railway to railway, concessions and other factors, it is difflcnlt 
to e.stimate them from the average figures for Class T railways. 
■As the average lead has been about 47 miles, it may well be 
taken that here, -also the faro for the first step has been , the 
effective rate. The fact that there has not been any pronounced 
tendency durmg the entire period towards an increase or a 
decrease such as that observed in first and second classes 
proves that inter class traffic has, from the point of view of 
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been well sustained in spite of the clcpressioii and road 
competition. 

The present survey of inter class passenger tratlic indicalew that: 

(1) The iiuinbei of pasHeugers m inter class showed a rcinarkablo 
luoroase till 1929-30. During the depression there was, of course, a decrease, 
but compared with tho traffic of ffist and second classes, ihia was far less 
SCI ions. 1’hat decline wa.s only to bo expected as a icsult of loner coo- 
nonue activity and road competition which had developed in the mean- 
timo. The fact that tho reductions, as eonipaied with 1921 -.5, amounted 
to oidy 15 per cent in the worst year suggests that further uiereii.se may 
be naturally expected ivith tho return of iiorinal conditions. 

(2) The trend of xiassenger milage on inter class shows that while, it 
has not increased to the .same extent as the number of xmssengers during 
the pre-depression years, it tended to remain slightly liigher after 1932-3. 
The xicrcentage difference is so small that tlie railways havA- not, as on tho 
first and second classes, lost heavily in short distance traffic. 

(3) This is confirmed by tho fact tha.t the average lead per passenger 
ha.s remained generally stable, ihus implying tliat despite road coiiijietition 
tlicro has boon no fundamental change in the character of inter class passenger 
traffic 

(4) filie metre gauge raihvays have disclosed a .striking increase* in 
both the number of jia.ssengor.s and the di.stanco travelled by them, and 
tho levels during the depression jicriod were substantially higher as regards 
the number of passengers Even in regard to passenger miles, tho im- 
provement has been well maintained. 

(5) Making allowance for tho decrease in rates, tho.se features were 
show'll ill the trend of earnings which was iipw'urd till 1929*30. Tlie 
decrease since then was greater than that indicated by tho traffic factors, 

(6) The average rate level for inter class w'as also relatively stable 
fi'om 1927-8. 

The future of inter class in the light of these facts appears 
to be definitely better than tliat of first and second ela.ss. 

THIED CLASS PASSENGEE SEEVIOB 

From the point of view of traffic and revenues, third class, 
as stated earlier, provides by far the most important class 
of passenger service. It accounts for about 95 per cent of 
passenger traffic and 90 per cent of passenger earnings. From 
the traffic and financial points of view, therefore, third class 
is virtually synonymous with passenger transportation by 
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rail itself. Let us now turn to tlio character of the tral'Hc 
and earnings from third class during the post-separation period. 

Number of passengers 

Class I railways carried, in 1924-5, 5-IG million third class 
passengers out of a total of 569 millions or 96 per cent. The 
number showed a steady increase during the next five years 
and, in 1929-30, was 595 millions, the percentage being 109. 
This A?as, m fact, the highest level touched. The decrease 
with the beginning of the depression is shown by the percentage 
declining to 99 in 1930-1 and 84 in 1933-4. A slight increase 
to 87 was recorded in the two years 1935-7. 

Broad gauge lines cairied 340 million passengers in 1924-5, 
the proportion to the total on fdass I J'ailwa 3 ^s being (52 per 
cent. There was a gradual increase to 366 millions in 1929-30, 
the percentage as compared with 1924-5 being 108. The 
decrease during the next four years brought the pei’centagc down 
to 85. There was only a slight improvement to 89 in 1936-7. 

Metre gauge railways in 1924-5 carried 105 million 
passengers, or 36 pel' cent of the total number. They had 
a larger percentage of increase during the pre-depression years. 
In 1929-30, they carried 218 million passengers, and the per- 
centage was 112. During the depression the decreases on the 
metre gauge lines appear to have been slightly larger and in 
1936-7 they had only 85 per cent of the tralfic handled in the 
basic year. 

The relative importance of the traffic handled by broad 
and metre gauge railways remained geuerallj’’ undisturbed, 
though a slight increase in the former is to be noticed during 
the depression. Although the -percentage decreases in third 
class traffic have been substantially less as compared with 
other classes, in view of the magnitude of the traffic, the 
actual loss was considerable. 

Passenger miles atid average leads 

The passenger miles of third class travel amounted to 
18,071 millions in 1924-6, or 96 per cent of the total 
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for Class 1 railways. Jilxprossiag iho traffic of succootling 
years iii porcontagos, tbore was aii increase to 102 by 1925-7, 
110 in 1928-9, a,ucl 116 per cent in 1929-30. From 1930-1 
onwards tliei'e was a decline similar to that noticed in the 
number of passengers to 90 in 1931-2 and 86 in 1933-4. Tho 
improvement in the next three years raised the percentage 
to 91 in 1935-6, which was maintained in the following year. 

Idle ]>asscnger milage on broad and metro gauges had 
approximately the same jneportious as were seen in regard 
to the number of passengers. In 1024-5, the broad gauge 
accounted for 66 per cent and tlio metre gauge for 33 per cent 
of the total for Class 1 railways. The increase during the 
first six years and the subsequent decrease during tire de- 
pression on the broad gauge showed the same trends as the 
total figures, but the pereeiitagcs were slightly higher. Thus 
the ])ereentago of jiassonger miles during 1929-30 was 118 
and during 1936-7, 94. Metro gauge railways, on the other 
hand, had lower levels both in regard to the pre- depression 
increase and the recession during the depression, namely 112 
in 1929-30 and 81 in 1933-4. 

Oomparisoh of the percentages relating to the number 
of third class passengers and passenger miles shows that the 
position with regard to the latter was somewhat better. 
Generally speaking, the total figures disclose that the increase 
was greater before 1930 and the decrease less thereafter, in 
passenger milage, a tendency which was found in an accen- 
tuated form in the first and second classes. In the third 
class, of course, the difference is indeed much less, and the 
reason is to be found in the slightly increased leads. 

The average leads per third class passenger increased from 
33'1 miles in 1924-5 to 35T miles in 1929-80. During the 
depression, tlu^ leads varied from 33'7 to 34'8 miles. The 
broad gauge had longer leads, which increased from 37-7 miles 
in 1924-6 to 37'9 miles in 1929-30. In spite of a tendency to a 
decline, the average distance on the broad gamge was only 1 to 3 
per cent lower dining the period 1931-7. The metre gauge 
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showed a comparatively lower level of average leads, which stood 
at 30'9 miles in 1924-6, but fluctuated between 29'8 to 31 '3 
nnles during the entire period. 

The avera,ge lead per third class passenger thus iudical^cs 
a feature which is different from that observed in other classes. 
The leads have been more stable and have remained approxi- 
mately at 34 miles. Third class passciigei- traffic docs not, 
therefore, appear to have fared so badly during the de]')ression 
as other classes. Even in the worst year for this class since 
1920-1, namely, 1933-4, the record has boon well above the 
highest figures touched in the previous decade 1911-20. 

Earnings 

The earnings from third class passenger traffic amounted 
to Rs. 32'47 crores in 1924-5. During the next five years, 
the percentage of revenues fluctuated between 98 and 102. 
In 1929-30, third class receipts were Ju.st below tlie basic level. 
In the following year there was a large decrease to 88 and by 
1933-4 to 78. There was only a very slight im])rovement 
during the next two years. 

Broad gauge lines accounted for about two-thirds of 
the third class passenger receipts and metro gauge had 
just under a third. Thus, in 1924-5 out of a total passenger 
income of Rs. 32-47 crores, the former had Rs. 21-42 crores 
and the latter Rs. 10-46 crores. The receipts on broad gauge 
railways showed a slight decrease during the pre-dcpi-es.'^ion 
period, while metro gauge linos had an increase of 2 to 5 jicr 
cent. During the depression there was a rai>id dcci-ease some- 
what similar to that observed in the total figures. The moire 
gauge railways showed a tendency towards greater deterioration. 

As the earnings from third class passenger traffic reflect the 
effects of changes in fares, we may now turn to the average fares 
per passenger per mile and changes in the basic fares charged. 

Average rates and passenger fares 

■» 

The average rate per passenger per mile in 1924-5 was 
3:45 pies, which represents the Inghest level reached since 



170 KATLWAY TBATiTIC : PASSTSNOET!, TKANSPORTATTO-N 


1923. There was a gradual deci'casc to 2-99 pies in 1929-30, 
or of 13 per cent. After remaining at this level during 1930-1, 
there was a rise to 3‘18 pics in 1932-3, followtul by a decrease 
during succeeding years. In 1930-7, Ihe average rale came 
down to 2 ‘95 pies. 

The average rate on broad gaug’c was slightly • higher till 
1927-8, lint from 1928-9 onwards there was a pronounced 
decrease. As a resnlt of this the average rate stood definitely 
lower than that on metre gauge. The av{n’age rate during 
1936-7 represented on both the gauges almost the lowest 
rate since 1923. 

irhe structure of third class fares has undergone important 
changes since the last war. The eharaeder of the changes 
may bo seen from the following figures . 


Prior to 1917 
April 1917 
1922-3 


Minimum 
H pies 

n „ 
n „ 


Maximum 

3 pies 
a"! 

r)/i| 


Percentage of 
max, to min 

100 

206-:; 

. mn'imi 


MailR niul' fiist pasHongor trairih only 
t I'lio higlior rfito lor mails and fast pasRougor Iranis. 


Before the war the third class faro strnctnro was quite a 
simple scale and on many railways the fares were the same for 
all classes of trains and in some cases for all distances. The 
maximum for third class was, as may he noticed, pitched higher 
tlian the jDcrcentage difference adopted for other classes, namol3^", 
twice the minimum. The enhancements in 1917 introduced 
a differentiation between the ‘mail and fast pa.ssenger’ trains 
and ‘ordinary’ trains, and fixed the maximum of 4 pics per 
mile for ihe foi’mer. Thus, while the maxima for the first 
three classes were raised to twice the minima, the increase in 
the maximum for third class amounted to 2| times the mmi- 
mum. The further enhanopments of 1922-3 made the differen- 
tiation between the ordinary and fast services a permanent 
featuro, and increased the difference between the minimum 
and maximum. Ihe maximum for fast ti'ain services was 
fixod af 3-,,- times ihe minimum, while that for ordinary services 
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was fixed at 2f times the minimum. Thus the percentage 
increase in the maximum fares for third class was the highest. 

The adoption ol higher rates for mail and express passenger 
sovvicos \ras followed by the introduction of tolescojiic scales 
on most railways. In a few cases the telescopic basis was 
furtlior elaborated from two or three to four steps in the scale. 
Thus on the East Indian, the steps as revised during 192G-7, 
were as follows ; 

I — 60 miles 5 pics per jjiile 

61-300 „ 4 „ „ „ 

301-600 „ 2.1 „ „ „ 

601 and over 2 „ „ „ 

As third class provides over 90 per cent of the traffic and earn- 
ings the changes in basic fares may be examined more closely. 
The first step in the telescopic scale is not loss than 50 miles 
and the average lead for third class passengers varies only 
from 33 to 36 miles. The telescopic scale does not, therefore, 
affect the bulk of the traffic. A comparison of the charges 
on some Class I railways for the first fifty miles since 1910 
is interesting. 

{Pm par mile per passenger) 



1910 

1017 

1922 

1935 

Perceutagr; 
increase over 1910 

B.B &C.I. (B.G ) 

2'26‘ 

3 0 

3-25 

4-5/3 75 

200/167 

(M.G) 

2'U 

25 

3 26 

4-5/3-75 

225/189 

B.N. 

20 

30 

3'5 

4-5 

260 

E.B. 

2'5 

3 0 

3 5 

3-6 

140 

E.l. 

26 

30 

30 

3-5 

140 

G.I.P. 

26 

3 0 

40 

40 

160 

M&S.M. 

20 

2.5 

36 

4-6/4-0 

225/200 

N.W. 

2-25 

3'0 

3-5 

3 0 

133 

SJ. 

20 

2 5 

3 76 

3 5 

176 


The enhancements during twenty-five years in the basic 
third class fare represents an increase of 40 to 150 per cent. 
Considering the changes in the value of money, wage scales 
and standards of living during the period, the increase probably 
does not exert an unfair imposition on third class passengers. 

It is not possible to distinguish the offbets of the reductions 
and telescopic scales on third cla.ss traffic and leads. The 

23— 16MB 
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statistics of average leads do not disclose any great change in 
spite of the telescopic scales. The increase in the suburban 
traffic near the larger cities during recent years would in any 
case tend to obscure the effects of longer leads. An oven 
more seriously disturbing factor during the last decade has 
boon road motor competition which lias caused a diversion 
of short distance traffic. The effects of these factors com- 
bined with the influence of general economic conditions are 
probably more important to third class traffic and receipts 
than mere changes in rates and fares. 

The foregoing study of third class passenger traffic and 
receipts indicates that ; 

(1) The number of third class passengers showed a substantial increase 
during the pro- depression period, particularly on metro gauge lines The 
increase was not so great as m inter, but in view of the magnitude of the 
traffic handled, oven the moderate increase implied a large volume of traffio. 
During the depi’ossion, except for one year, 1933-4, the number of passengers 
stood 13 per cent less than m tlie basic- year. Taking the effects of the 
depressed economic conditions and road motor competition into consi- 
deration, it seems safe to staCe that the record is not on the whole dis- 
couraging • in fact it proves the stability of third class passenger traffic. 

(2) This is confirmed by passenger railage stati.stics, the percentages 
of which have moved with those of the pa.ssengers, thus proving that there 
has not been any fundamental change regarding the distance preferences 
of third class passengers. This is again confirmed by the average leads, 
which show an increase of only 6 per cent during the entire period. 

(3) The earnings from third class passengers indicate only a slight 
change, within a range of 2 per cent on either side of the ba.sic figure till 
1929-30. Tlie main reasons wliy the receipts from third cla,ss did not 
respond to the increase in traffic arc to be foupd in the large reductions 
in fares introduced during the years immediately preceding the beginning 
of the depression The fact that the rates were loft in the main undisturbed 
in the face of declining traffic accounts for the comparatively lower levels 
of income as compared with traffic. 

(4) The average rate level was relatively stable during the period 
1927-34, after which there has been a tendency towards a further decrease 
due in part to increased leads. 

TJm muvey of passenger traffio and earnings attempted 
in the preceding pages reveals certain reroarfeable divergences 
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in passonger ti’anF!])ortation on Indian railways. l''he ten- 
dencies disclosed by ilie statistics of traffic and earnings of 
tho four classes during 1924-37 already foreshadow significant 
changes in the character of the transport demand. That 
they are calculated to modify profoundly tho rail passenger 
service in the immediate future appears to be certain. Before 
concluding this chapter, wo may refer briefly to the character 
of these developments and the probable outconu' that may 
have to bo faced. These are groupcfl under throe heads ; 
the future of upper class passenger service ; the pi'oblein of 
inter class ; and the cost of rail travel in India. 

UPPER CLASS PASSENGER SERVICE 

The. story told by the “traffic and financial results on first 
and second classes in the preceding para.graphs disclo.ses a 
rapidly contracting spiral. Tho decline in receipts and traffic 
was especially severe on the first. Tho statistics indicated 
that short distance passengers had decreased considerably, ft 
is the short distance passenger who m normal times contrlbutef 
tho largest proportion of profit from passenger transportation. 
Under tho tclescojiic scales the short distance passenger pays 
more in proportion to the distance he travels. In view of 
tho limited length of his journeys, ho does not take up as much 
accommodation as tho long distance passenger, thus cnabliug 
tho railway to earn more for the space provided. The trends 
of traffic during the last fifteen years indicate that it is precisely 
here that the railways have been seriously affected. Tho 
decrease in short distance passengers is brought out cleai-ly 
in the zone statistics of the East Indian idailway, reproduced 
in Table 44. 

It may be observed that the passengers travelling up to 
60 miles accounted in 1926-7 for nearly one half tlie total 
number in first class, and more than two-thirds in second 
class. Whereas the decrease for the longer distances in the 
succeeding years has been comparatively limited, that for 
the first 60 miles has been considerable. It is for this distance 
that the competition of the private automobilo and buses has 



180 


liAlLVVAV TKAi’FK! 


SS W N U 1C K T h’ AiS' isri ) I riA 'I’J ( )JN 


TABLE 4-i NUAIBEB OP UPPEU GLA88 I'AS.SENGEUS ON TILE K,l 

(In, thoumwls) 


, .1 


pjrsL class 


Dialancc 

11)26-7 

1929-30 

1—50 

47 03 

40 511 

61—100 

8 75 

11 51 

101—160 

10 23 

11 30 

151—200 

6 76 

6 34 

201—250 

3T8 

3-00 

251—300 

:t62 

4 15 

301— 400 1 

7 01 

( G 33 

401—500 J 

12 12 

501—600 

3 22 

5 03 

601 & over 

81)6 

9 71 

Total 

99 64 

100 07 


19,36-7 

1926-7 

1929-30 

19.16-7 

26 7.5 

427 71 

370 80 

2.34 66 

6 06 

4a'2.5 

.56 17 

37 09 

6 22 

.37'34 

41 24 

29-44 

5' 14 

21 99 

23 76 

22 19 

2 03 

16 32 

16 SI 

12 96 

2 73 

11 01 

14 76 

11 87 

4 58 

24 56 

f 24 26 

17-85 

1 27 

ll2 88 

6 87 

5 09 

5 35 

9 37 

6 39 

7 79 

21 18 

27 83 

24-61 

67 66 

611-72 

.507-88 

403 94 


been moai offectivo. The class of patrons who used to travel 
formerly by the upper classes are now largely those who can 
afPord to own private cars of their own, which on shoi’t dis- 
tances have proved superior to rail travel in point of conve- 
nience, flexibility and cheapness. This fact has to be recognized. 
The railways can no longer look forward to the return of oaidior 
levels of upper class traffic. 

In the light of those considerations, the future of the two 
classes appears to be uncertain. Maintenance of these two 
classes is seriously jeopardized by the attenuation of both 
traffic and revenues. It is, therefore, necessaiy to consider 
what prospects the operation of the upper class passenger 
services has in the near future and whether their retention 
is economically justified. 

As the unit of operation is the train, we may first of all 
oxamiuc the number of passengers in first and second classes 
per train during the period. Tire average number of passengers 
per train stood as shown in the following table. 


PA>8SENGER8 PER TRAIN IN FIR8T AND SECOND CLASSILS 


Year 

Pinit class 

Second cl 

1924 -S 

1-3 

4-5 

1925-6 

13 

44 

1926-7 

1-3 

4 6 

1927-8 

14 

50 

1928-9 

1-3 

4-6 

1929-30 

1-2 

43 

1930-1 

10 

4-0 


Year 

First class 

Second 

1931-2 

0.96 

3 6 

1932-3 

0-9 

33 

1933-4 

0-8 

3-2 

1934-5 

08 

3-1 

1936-6 

08 

3-2 

1936-7 

0-8 

3-2 
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It may be seen from those liguj'es that tlierc was a 
general decrease in the average number of ])assengors per train 
in both classes. The decline has boon greater in first, having 
dropped from i -3 to 0'8, and from 4*5 to 3*2 m second. During 
the thirtoon years, 1924-37, there has thus been a decrease 
of 38 per cent in first and 29 per cent in second. Taking the 
average figures per train, it is clear that for every four trains 
carrying one first class passenger, one travels emirty. This 
has, however, to be considered in relation to the incireased 
train railage relative to the traffic, introduced in resjionsc 
to demands for additional accominodation and complaints 
of overcrowding in the lower classes. But the decrease in 
the number of passengers lias been greater than that attri- 
butable to a mere increase in the number of trains run. 

The effect of the decrease in the average ]iasscugor load 
on the remunerativcncss of the upper class passenger service 
is brought out clearly by the earnings per seat. The average 
receipts per seat in first and second classes were as follows : 

EARNINGS PER SEAT 
First class Second class 

192-1-5 1929.;30 1936-7 1924-5 1929-30 1936-7 

Broad gauge 11.9, 422 346 281 329 344 255 

Metro gauge Ra. 239 200 122 340 315 222 

Compared with first, second class seems to be a better 
revenue producer to the railway. Thus the average receipts |)er 
seat in second class on the metre gauge have been very much 
higher than in first. Even on broad gauge the dilfereiico has 
been reduced to a small figure. The average earnings per first 
class seat as compared with second class on the broad gauge 
were almost the same in 1929-30 and about 10 per cent 
higher in 1936-7. It may be questioned whether it is worth 
while maintaining an expensive and luxurious first class passenger 
service for so small an amount of extra revenue. 

Probably a better result might have boon obtained if the 
equipment maintaineil had some relation to the volume of* 
traffic. The steep decline in both traffic and earnings 
has not until recently had any influeneo on the seating 
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accommodation provided. Ex])vossiiiji, firni and H(^coud class 
accommodation in terms of the nnmlvM’ of s('-ats, the })osiiion 
during the period 1924-37 is shown by the figures quoted 
below. 


TABLlfi 45 PltOVlSION Ofi’ fTpPER CLAKS REA'IB (JOMJ’AUED 

TO TRAFEIO 
(19:^4-5=100) 


FIRST OLASS 


Broad gaiiyo 


Year 

No ot pasHougci'K 

ScaU 

1925-6 

93 

101 

1926-7 

92 

105 

1927-8 

8!) 

103 

1928-9 

83 

106 

1929-30 

73 

106 

1930-1 

61 

112 

1031-2 

46 

116 

1932-3 

39 

115 

1933-4 

37 

113 

1934-5 

37 

111 

1935-6 

30 

107 

1936-7 

36 

105 


SECOND 
Broad gauge 


ITear 

No. of passengers 

Scats 

19-25-6 

102 

102 

1926-7 

104 

101 

1927-8 

102 

94 

1028-9 

96 

94 

1029-30 

92 

92 

1930-1 

82 

97 

1931-2 

59 

109 

1032-3 

52 

109 

1933-4 

50 

no 

1934-5 

48 

108 

1935-6 

46 

107 

1936-7 

44 

104 


Moti'i' gauge 


No of paSHengci'H Seats 

98 101 

98 102 

94 100 

85 102 

77 105 

68 107 

50 no 

51 110 

50 109 

50 108 

47 108 

51 115 

GLASS 

Metre gaug(' 

No of paBseugoi'R Seats 

104 103 

105 100 

113 10.3 

108 106 

101 108 

90 ll;} 

73 116 

09 in 

66 115 

66 114 

65 117 

63 108 


The comparison between the number of passengers in caclj 
class and t!ie aeeommoflation provided shows that thern has 
been on increasing disparity between demand for, and supply 
of, upper class accominodation. This is to be noticed in the 
pre.de])ression year itself. In 1929-30 as compared with 1924-5, 
for instance, as against a decrease of 27 per cent in the number 
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of first class passengers on the broad gauge, the seating capacity ■ 
increased by 0 per cent. By 1936-7, when the passengers 
liad decreased by 64 per cent the seats provide'd stood 5 per 
cent higher than in 1924-5. The difference between the equip- 
ment and tlie traffic was oven greater during the period 1930-5. 
It is, of ronrso, not possible to effect a prompt adjustment of the 
supply of accommodation to every change in tlie volume of 
ti’affic. The addition of coaching stock or its reduction takes 
time. While, therefore, tlic situation during individual years 
may disclose a lacli of adjustment, there should, over a series 
of years, surely be a tendency towards an approximation. 
Thus considered, the percentages of the number of .passengers 
and the seating capacity on the two “upiier classes indicate 
that the decline in traffic has had httlo effect on the latter. 
There appears to bo no juatification for permitting so largo a 
disparity to continue. The Wedgwood Committee in their 
report stated ; 

‘Wo cannot help fooling that the whole question of uppoi- class aocominoda- 
tion should be reviewed Tlio vohunc of first and .sceond class traffic is 
small and has boon diminishing rayiidly • and tins tendonoy, so far as wi' 
can learn, is likely to continue.... there is room fora reduction of 
upper class accommodation, and wo recommend that this potential eco- 
nomy should bo fully investigated We also recommend that the possi- 
bility of combining first and .second class accommodation, and of esta- 
blishing a single upper cla.s.s on all trains, .sliould receive tlie .special attention 
of the Ifailway Board, 

An attempt to reduce the number of seats provided iias been 
in evidence only during recent years, but fclie docrca.se effected 
was too small to affect the capacity left. unuti]i'/;ed through 
the decline of pa.s,senger traffic. War-tinio ineroa.so.s in traffic 
have for the time being postponed further pursuit of the 
matter. 

The question as to whether the upper class passenger 
service has been remunerative or not cannot be answered witli- 
out an examination of the costs of providing it. Unfortunately 
the accounts relating to carriage accommodation are not 

1“ Wedffwood Committee Beport, para 71, p. 4l. 
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maintained on the basis of classes. Tlie adoption of com- 
posite constrnction during recent years makt^s it difficult to 
distinguish the proportionate cost of the n])])er classos. But 
surely such information is essential to check whether the 
service pays for itself? According to a very aj)proxiniatc 
estimate based on the available seats and estimated costs of 
broad gauge coaches of luuform class, the earnings j)or seat 
during 1936-7 were stated to be 11 per cent for first class ; 
16|- per cent for second class : and 80 per cent for third class. 

If instead of capital outlay per scat, the estimated annual 
interest, depreciation apd maintenance costs per seat are 
taken, the earnings per seat during 1936-7, expressed as a 
percentage of such costs, were 112 per cent for first, 167 per 
cent for second, and 887 per cent for third. These figures 
indicate that earnings have not been less than the costs thus 
computed. But the full costs of the upper class j)assonger 
service do not appear to have been included. There are other 
items such as the proportionate expense of transportation, 
the cost of amenities provided throughout the fine, such as 
comfortable waiting rooms, refrcsbraent rooms, dining cars and 
other facilities. When the full finaucial costs attributable 
to the ui)per classes are taken into account, it is donbtful if 
upper class passenger traffic, especially first class, pays for 
itself. 

In the absence of adequate data it is impossible to pronounce 
judgement on the financial results to railways from the opera- 
tion of first and second class services. Even talcing the esti- 
mated figures as to the cost of interest, maintenance and 
depreciation alone for first class, there would appear to be 
a net gain to the railways if first class is abolished through 
a reduction in the fixed charges on this account. Quite apart 
from this gain there are other definite advantages to he secured 
from the reduction of classes. Thus the elimination of first 
class would lead to a decrease in the weight of trains and a- 


Wow, Legishtt'ivc Aniemhly Debater, 

Vol. V, No, 4, p, 132S, 1938. 
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corresponding decrease in coal consumption, additional accom- 
modation for lower classes, etc. Saving.? are likely to accrue 
from ticket inspection to jircvont passengers travelling in a 
higher class, restaurant cars, waiting rooms, refreshment rooms ; 
reduction in clerical lahour and accounting, in time lost by 
trains drawing up twice at stations, avoidance of the necessity 
for lengthening platforms, redueiion in time occupied in 
marshalling trams, I'eduction in stocks of (iarriage equipment 
etc.^^ 

The case for decreasing the number of classes of passenger 
service on Indian railwa3^s has been gaining gi’ound. Several 
railway administrations have already abolished first class 
on branch lines, and in some instances, both first and second 
classes have been eliminated.^^ The pi’ocess is likely to 
continue and 'pro tanto relieve railways from the waste un- 
avoidable in the present system of operating two iqiiier classes 
of passenger transportation. 

THE PROBLEM OF INTER CLASS 

There has been some hesitation on the part of Indian rail- 
ways to adopt intermediate class for regular passenger .services. 
Even now certain railway administrations, sucli as the 
S.T.(B.G.) and the N.S., do not maintain this class. From 
the operating standpoint, there are undoubted advantages 
in favour of a reduction in the number of classes. A smaller 
number conduces to greater simj)Iicity and smoother working. 
A writer, who has advocated the abolition of the inter class 
since 1903, has recently expi-esscd himself as follows : 

’iSetting aside various economies similar to tlitisc mentioned on British 
Iine,s, when the second class wa.s .scrairpccl, imagine wliat it means to a busy 
booking clerk having four sets of tickets to issue, four lists of fares to consult 
and four .separate accounts to keep. And similar duplication goes on 
in the Audit and Printing Departments and cverywhoro else. Then picture 
for a moment what a help it would bo to ignorant, illiterate passengers 

12 Railway Gazette, 12 July 19,36. iirtielo entitWd,: ‘Would it pay to abolish first 
olciys ?* 

12 Railway Board’s Report 1938-9, p 75. On tho Class 1 railways, excluding 
Mysore Railways, there was a reduction of 874 scats m 1937-S and of 1,-173 soata op first 
class in 1938-0. 
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\vliose time and temper are tried to the iitmoat in endeavouring to distin- 
gniah between intermediate and third class carriages on crowded trains, 
espc'cially at niglit time At present scarcely any one of them knows where 
to get in. Surely it would bo an iimncnao assistance if either of the two 
classes did not cxist.’’-^ 

While the case for simplification of the classes rests on 
strong grounds, the survey of tho traffic and earnings from 
inter class docs not ap])ear to justify its total abolition. Inter 
class traffic has shown a better response to changing conditions. 
This class has proved itself admirably suited lo the requii-ements 
of tliat stratum of the travelling public whose standards of 
livirio aro ahovo the lowest. Firstly, the interposition of this 
class tends to reduce the loss arising from second class passen- 
gers travelling by the next lower class. Secondly, it may also 
help to attract passengei’s from third class who may find second 
too exjicnsive. It is this social group which may be expected 
to react strongly to every improvement in economic conditions 
in this country. Thirdly, with the elimination of the first 
class, the reduction of tho number of classes from four to 
three will effect the same degree of simplification, but with 
decidcdl3r better financial results to railways. Finally, tho reten- 
tion of inter class is likel3’- to assist railways to compete more 
successfully with the increasing road competition. A subs- 
tantial proportion of the travelling public who have boon 
diverted to the roads would be induced to travel by rail, if 
travel by the latter is made more attractive. The installation 
of fans during the hot weather, better service at stations and 
improved amenities to passengers may render inter class more 
attractive to the public even at a charge slightly higher than 
tliird. ITc jiroblem of effective competition with the roads 
and increased passenger income is essentially one of retaining 
tho present third class traffic and coaxing it to travel by a 

U aoovfio HiuUlIostcm, Ilistonj of the East Indian Railway, (Part II), 1939, p. 38. 
Mr. Hndclltmtoii a liunu'r romavks aro to the point ; ‘It should also bo remombered when 
lalkinfi; oi tliioo or ovou four olassos, that it is not viniisual to iiiid on aoiiio Indian trains, 
rotroidiniont oars for Europeans, hosides separate oompartrnenls for Hindu and Moslem 
rofroshmouts,^ postal vans, ice vendors, compartments for women only, private saloons 
tor tURh olliciids of Government, big Indian potontatos or railway oaioials. In a word 
all Indiaii tram is gonorally a conglomoration of vohielos mixed up anyhow, why not 
tiivn do f.ouusthmg uuterjai to himplify it?’ P,39. * i ,7 
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supei'ior class at higher faros. The class which ofters groat 
possibilities in this respect is inter. 

STATE MAN-AGEMBlSfT AND PASSENO Ell PARES 

We may now refer to the view generally held by many 
in India that passenger fares will tend to bo lower under stain 
management, as Government, not subject to the temptation 
of jnaximising profits, will be more inclined to follovp a jjolioy 
of cheaper fares. The expectation of lower cost of travel was 
certainly behind the demand for stale management al’t(;r the 
last wai'. It is interesting to consider how far this hope' was 
justified during the post-separation periods. Taking the four 
state -managocl and four company-managed broad gauge lines 
as two groups, the average rate per passenger per mile for 
the four classes of passenger service compared as shown in 
Table 46. 

a 

TABLE 40. I’KEND OP AVERAGE PARES ON STATE-MANAGED AND COMPANY. 

M/VNAGED RAILWAYS 

(Beoad Gaucie) 

(Per passcmjer per mile) 

192t-u.=.100 


S late -raaiuigotl C*on\j)aiiy-iiiii,nag(M I 



lOId-.O 11)20-30 11)30-7 
(111 piea) 

Poi coulrtRes 
1929-30 1936-7 

1921-5 

1929-30 
(111 pioa) 

1930-7 

Port oiiLific-.s 
11)29-30 1930. 

PlI si/ 

21.0 1-i 8 

17 0 

70 

81 

22 1 

18.7 

19.4 

85 S8 

SeRond 

0,i)0 7.49 

8 08 

75 

87 

10 23 

8.84 

8.81 

80 

80 

Tntor 

,5 37 4.27 

4 38 

81 

83 

4 12 

4 81 

4 05 

109 

1 0.5 

Tim'd 

3 52 2.94 

2.91 

84 

83 

3 03 

3 26 

3.25 

!)() 

90 


Average rates on the state -managed linos in 1924-6 were 
definitely lower for all classes except the inter, as coinjiarcd 
with the company-managed lines. The general reductions 
during the next six years brought clown the average rates 
in both the groups, but the difference in the percentages indi- 
cates that the state-managed systems were more generous to 
the public. The increase in inter class rates on the comTany- 
managod railways is significant, and is not entirely duo to 
increased suburban traffic. In 193G-7, except for the 
increases under the upper classes, the average rates presented 
essentially the same picture. It is, of course, not fair to argue 
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on the basis of average rates alone vvathont Laking into account 
the difl'erencos in the cost of operation on individual systems, 
the density of traftic, new factors such as a large increase in 
suburban traftie, etc. But the average figures disclose, a t.rcnd 
so definite as to justify public expectation of cheapi'r fares 
under state nianageinent. 


LOST OP KAIL TllAVLL 


It is eoiiimonly held that tliird class passengei' fares on 
Indian railways are the lowest in tlie world. Conpiarmg the 
average fares in India with those charged in other countries, 
Indian railways eorlainly show, with the exception of the 
Japanese railways, the lowest rate of earnings per passougor 
per mile. The average faros for passenger journeys in certain 
foreign railways, converted into Indian money, are givim 
in the following table. ' 


COMkAltATIVE STATISTICS OF AVETAOE FAliES J^EJt PASSENGEI! 

PER MILE I- 


Railways 

Year 

Avoraffo rate xjcr mile (it' jties) 

Canadian railways 

ff)35 

11-4 

Canadian Pacific 


11’3 

United States railways 


lO-l 

German railways 

it 

8 4 

New South Wales 

1034-5 

7-6 

Victorian : Suburban 

1935-f) 

()•!) 

Country 

it 

]0'8 

ilapaiicso railways 


2 5 

Indian railways, Clas.s I 

it 

3 25 


■I Figures taken from oHicial suuruos and cuuvertod at par. 


It should be borne iii mind that the bases of charging fares 
in other countries differ. No other country has four classes, 
and even the three classes which some countries have are 
giadually being reduced to two. On British railways, second 
class is almost eliminated and the standard fares converted 
into Indian money at par are 26*6 pies per mile for first class 
and 16 pies for third. ^ The basic fares for the different classes 
of passenger service in certain foreign countries, converted- 
into Indian currency at par, are shown in the Table 47. 
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These figures, however, do not indicate the actual fares 
which arc in many cases lower, oven substantially lower. Thus, 
in Great Britain, prior to the war-tiinc restrictions since 1939, 
except in the case of single journeys, the number of tickets 
issued at the standard fares is considered small, and the majority 

dABLl!] 47. BASES OF PASSENGEB EAIIES ON FOREIGN BAJLWAY 

SYSTEMS-* 



(Pies 

per passenger jicr 

mile) 

Railway.s 

Ifinst 

Second 

Tliii-d 

Gi'cat Britain . 

L.N E.R. 

26 7 


16 0 

G.W B. 

26-7 


16 0 

Canada ; 

Canadian Bacifio 

East of Bockios 

is ] 

I.V7 


West of Rookies 

20-6 

KS-1 


Franco : 

^P.LM; Basis 

15-0 

100 

60 

Tax 

10 () 

6-6 

4 0 

State . Basi.s 

15*0 

JOO 

6 0 

Tax 

.7-0 


3-6 

German State 

17-6 

11 7 

8-9 

SwodisTi Govt. : 

Ordinary trains 

2Q‘,) 

124 

7 3 

Supplement for Expre.sh etf. 

:}8 7 

15-8 

7 iJ 

Now Zealand (Average) 

lO-O 

107 


South Australian : 


Single. Boturn 

Exciu'f 

Metropolitan 

125% of 

5-65 8-53 

6-4 

Country 

Second 

}f 

16 9 25 4 

Ji) ] 


* The fai-Ob fciikou foi' tlii« lalhc, tmin olli( uil soui-i oa rol'oi- Ui Um fui nil 

milways with the exception ol the Now Zealanil railwayn for whioli UlSn-d figures havo 
been used. 


of passengers, probably 90 per cent, used the ‘cheaip faro faci- 
lities.’ The monthly return tickets which were largely in use, 
in fact to the extent of replacing the sta.ndartl fare.s, were 
issued between any two stations in Great Britain (with a few 
exceptions) and available outward and- return for one calendar 
month. The ha.sis of farifs for these tickets was a single faro 
and a third for the return journey, that is, Id ]ier mile for 
third clas,s and 50’ per cent more, that is, l-|-d per mile, for first 
class. In the majority of cases, the minima of 3.9-9ei first class' 
and 2s-Qd third class were applied. There were also a largo 
number of other concessions offered for passenger travel, such 
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as reduced fares foi- tourists, circular tours, ' wock-ciul and 
night travel, bargain travel on Sundays, anglers’ day tickets, 
ramblers’ return tickets, walking tours, family removal, ‘day 
and half day’ excursions, season tickets, quantity discounts 
for pleasure parties, camping ])arties, etc. 8uch facilities 
are common on most foreign railway systems also and the 
general bases quoted above are luackcally the maximum as 
distinguished from the actual fares charged. These reductions 
have tlio ehbot of bimigiug down the fai'os the ordinaiy passenger 
is called upon to pay to much lower levels tliau the basic faros. 

Comj)ai'cd with foreign railways, the bases of passenger fares 
in India arc certainly lower. But allowance has to bo made 
for the dilferences in the comforts provided, the average per 
capita income, the standards of life, etc. The statistics of 
national income, per capita travel, and per capita expenditure 
on travel given in the following table indicate that there are 
considerable differences between iJie cotiditloiis in India and 
other countries. The statistics are not strictly comparaljilo 
owing to the differences in the periods covered by them, fluc- 
tuations in the exchange rates and othei- distiu'bing factors. 
But they do offer an approximate index to the capacity of the 
average person in the various countries to pay for travel and 


TABLE 48. NATIONAL INCOME, PER CAPITA TRAVEL AND 
EXPENDITURE ON RAIL TRAVEL IN CERTAIN COUNTRIES 


Country 

National inconic’-'’ 

Per capita 

Per capita expen- 





travel 

diture on travel 



Ra. 


(in inde.s) 

Rs I 

Year 

Gr. Britain 

1,013 

(1U31) 

. . 

20 6 

1031 

Franco 

550 

(1028) 

430 

92 

1931 

Germany 

520 

(1025) 

287 

12 4 

1933 

Italy 

320 

(1927) 


4-7 

1931 

U.S.A. 

i,ii)0 

(1032) 

iso 

8-3 

1933 

Canada 

1,268 

(1030) 

169 

21'4 

1931 

Au.stralia 

1,306 

(1924) 

, , 

26'2 

1933 

S, Africa 

, , 

. , 


9 5 

1931 

Japan 

271 

(1928) 

240 

7-4 

1930 

India 

66. i 

(1931) 

49 

()'9S 

1933 


■"Tif'UH'H fiiv Caiiwla twnr. Japan Irum Sir M Visx'Ohvarayyn,, Planned Economy 
for Imlia. intit), mill for other co'uitria'f from Jeither a.n(l Ron. hidimi Econnmicfi Vol, II, 
1041, p- I'l** 

1 'J’lwso fiRui-oa luivo liooa tiouvortwl at tho uurront rates of oxohango in the 
your roioting tijorotci. 
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the enormous difference in that capacity between the travelling 
pii})h'c in India and oilier countries. 

Indian railways under normal conditions offer reduced 
faros to certain classes of passenger traffic, such as to athletes, 
entertainment parties, circus iioupos, students, etc. But 
their influence in stimulating traffic appears to be limited, 
as the traffic so far developed has boon only of an occasional 
or sjioradic character. Somewhat more important are the 
effects of reductions in fares for travel in connexion with soeio- 
religious festivals during the Durga Puja, Dewali, Christmas, 
New Year and Easter holidays. They have induced increased 
travel and brought to I'ailways additional earnings. Indian 
railways have only recently endeavoured to adopt a holder 
and more enterprising policy. In a country of the extent 
of India, full of places of pilgrim and historical interest, there 
is vast scope for developing new traffic. A properly ]danncd 
and comprehensive campaign is bound to extend the jiassonger 
travel market in India very considerably. The essentials 
of such a program, well-known in other industries, have thus 
been formulated by Mr. Joseph R. Eastman, as Federal Co- 
ordinator of Transportation ; 

‘Eii’st, present service demands of the market are thoroughly c.vplored 
and classified, and future demands anticipated , next, thu prices ivhich 
a customer, who does vnt have to buy, is ■willing to pay are carefully ascer- 
tained ; then a type of service filling each demand and within the price 
limitation is designed ; and finally, and by no means least, this service 
is sold through an intelligent and jilanncd method of .sales promotion.’ i'' 

One of the encouraging signs of recent years is the attem]it 
on the part of most of our railways to break away from the 
beaten track, which was good enough when railways had a 
virtual monopoly of inland transport. Oiir railways have 
gradually come to appreciate the importance of a more forward 
policy. Thus, during 1930-9 conducted tours, introduction of 
‘travel-whero-you-like’ season tickets in specified zones, cheap 
return and week-end return tickets, etc.,’ were attempted as 

fussenger Traffic Report, Vol. I, p. 2?. 
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a regular feature on most railways. Tlieso, liowovor, are not 
acloqaate, if oar railways want to exploit the vast rost-rvoir 
of dormant trafilc in those who hav(! no iuamI, but might be 
induced, to travel. Private enterprise has eontia bated a great 
deal to the promotion of the Lravad habit in otljor countries. 
The names of Messrs. Tluas. Cook & Sons Jjtcl, a.nd the American 
E.x])rcs,4 Compaaiy have been syuonyinous with travid itself 
— travel anywhere in the world and by any means of transport 
by road, rail, sea. or air. The dc'velopment of such under- 
takings devoted to the promotion of travel m India a.re indis- 
pensable if tlio railwo.ys are to reach every class of public who 
might be persuaded to travel. It is only through such moans 
that Indian railway.s can hope to cx])loit to the fullest extent 
the potential tratfic available and awaiting to bo tapped. 
8Late initiative and encouragement, winch liavo boon so valuable 
in this respect in several foreign countries will undoubtedly 
help to develop similar enterprises m India, 
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GOODS TRANSPORTATION 

Tmporifinco of goods traffic ; progress of goods earnings since 1900, 194. 
Oroocls traffic of Class I railways .since 192 f, 195 Commodity statistics; 
the elassilioation of 192.5-6, 197 

Products of aguuultiu'f), 201 Products of mines and foi'csts, 20-1. Manu- 
factures and miHceUaneous, 207 hive stock, military trafQc, railway 
materials, revenue .stori's, etc . 210 The relative importance of tlic group.s, 
212 

Not ton milage and average leads, 214. Average ri'ci'piLs per ton mile, 215. 
Freight rates and the price h-vel, 218 The divergence during the do- 
pros.«ion, 220. 


Indian railways, as indicated in the last chapter, derive about 
60 per cent of their total income from goods traffic, or approxi- 
mately one-and-a-lialf times as mnch as the passenger income. 
From the revenue -earning ]ioint of view, freight transporta- 
tion, therefore, xs even more important than passenger traffic. 

The story of goods traffic during the present century is 
one of steady expansion in earnings, tonnage and haul. The 
trend of earnings was towards a progressive increase. From 
Rs. 20’37 crores in 1900, goods traffic receipts advanced to 
Rs. 28' 12 crores in 1909. The next two decades witnessed 
a continuous rise. By 1916-7 freight revenues, as compared 
with 1900, were more than doxxbled ; and by 1924-5, more 
than trebled. The high water mark for goods earnings was 
touched in 1928-9 at Rs. 71T6 crores, which, oxxirosscd as 
a percentage of the reoeixxts in 1900, amounted to 349. From 
the next year onwards, as may be seen from Table 49, tho 
decrease started, and earnings .stated as a jicrecntage declined 
to 338. With the de]irc,ssion starting in 1930-1, came a sudden 
drop, which by 1932-3 — the worst year for goods traffic — 
lowered the percentage to 279. The improvement in tho 
succeeding years raised it almost to eaidier levels, and in 1936-7 
the percentage returned to 343. The fact that freight revenues 
recovered so rapidly to former levels ’and that, despite the 
intensity of tho depression in all phases of industry and trade 
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in this country and abroad, receipts stood high as coni]3ared 
with the preceding decade, provides a significant index of the 
stability of goods traffic earnings on Indian railways. 

The almost nnbi-oken record of increasing receipts from 
woods traffic till 1928 9 coidd not have been produced without 

O 

a corresponding increase in freight trans}»ortation, that is, 
in the amount of goods carried and the distances covered. 
The volume and distance are indicated hy the ‘net tons’ of 
traffic and the length of haul. The tonnage of freight handled, 
ton milage, average haul per ton of goods and average rate 
per ton of goods per mile on all Indian railways since 1900 
are given in Table 49. As net ton miles provide a better 
measure of the transportation effort than any of the other 
units, the record presented by the statistics of working under 

TABLD 40. STATISTICS OF FR.RICIHT TRANSPORTATION ON ALL RATT.U^AYS''' 



Earnings 




Net toll 


Average 

Avpi ago 


(croresl 


Not tons 


miles 


rate 

Year 

lls 

% 

(millions) 

0 / 

/O 

(millions) 


Imui 

(fn inc-s) 

1900 

20 37 

100 

4-2-90 

ion 

7,132 

100 

155 

5 88 

1909 

28 12 

138 

00 90 

142 

9,340 

131 

163 

5 78 

1910 

30 13 

149 

05-00 

153 

12,093 

109 

184 

4 83 

1911 

32-93 

102 

71-20 

100 

13,358 

' 182 

187 

4 73 

1912 

37-92 

180 

78-48 

183 

15,029 

219 

190 

4-06 

1913! 

9 0,5 


21 46 


4,041 


188 

4-73 

1913-4 

37-77 

185 

82 61 

193 

15,623 

-219 

189 

4 64 

1914 5 

35 09 

172 

80 97 

189 

15 220 

213 

188 

4-43 

1915.(5 

38 70 

190 

82', 50 

192 

17.168 

241 

208 

4 34 

1916-7 

41 13 

203 

86 24 

201 

19,820 

.578 

230 

J 01 

1917-8 

44-50 

218 

85-47 

199 

-20,013 

281 

240 

1-08 

1918-9 

49-11 

241 

91 10 

212 

22,141 

310 

213 

1 20 

1919-20 

-17 12 

231 

87-03 

-204 

22,402 

314 

232 

4-43 

1920-1 

47 97 

-23.5 

87 54 

204 

19,921 

279 

228 

4-02 

1931-2 

49 52 

243 

90 n 

210 

17,713 

248 

197 . 

5 37 

1922-3 

58-0-2 

'285 

93 85 

219 

1 8,37 1 

258 

197 

0 1.5 

1923-4 

(iO 28 

290 

98 21 

220 

18,84 1 

201 

192 

0-13 

1934-.9 

00-45 

320 

i 

' 1 

21,269 

298 

, 273 

0-00 

1925-0 

01-1-2 

310 



1 9,900 

279 

249 

0 22 

1926-7 

0.) 08 

319 



20,370 

285 

237 

0-12 

1927-8 

09-41 

311 


, , 

21.90-2 

307 

244 

0-08 

1928-9 

71 10 

3.19 



21,88,9 

307 

2|.i 

0-24 

1929-30 

08-83 

338 

. . 


21.52,5 

302 

240 

0 14 

1030-1 

04-4 1 

310 



-20,400 

280 

245 

0-00 

1931-2 

68-73 

288 



18,347 

257 

240 

0 15 

1932-3 

.5(1-. 89 

279 

, . 


17,203 

241 

214 

0 35 

1933-1 

01 59 

302 



18,707 

26-2 

246 

0-32 

>1934-5 

01-35 

310 



->0,352 

285 

241 

0-07 

193.5-0 

04-09 

318 



20,554 

288 

230 

0-04 

1030-7 

00-88 

343 

, . 

. . 

21,436 

. 301 

240 

6-26 


TT 1 RfpoH, Vol. II till 1921-2 ; Indian Builwwjs, Vol. 

li. Board a h'epnrh, Vol II fur .subsequont years. The figuroa of eam- 

ings lor^ m this table do not agroo with those m Table 30, whioh exolude refunds. 

1 First qiiai tor only. -j. statistics not available, 
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this head may be examined. The net ton milage in 1900 
amounted to 7,132 millions; increasing in 1910 to 12,093 
millions, it was more than doubled m 1912. Jn the succeed- 
ing eight years it described an imintorriipted upward curve 
without oven the setbacl^s noticeable jii earnings. 'I'hc record 
figure of 22,402 millions was attained in ] 919-20, representing 
a percentage of 31^1 as compared with 1900. During the Jiext 
tvm years the percentage was reduced to 248, but it recovered 
again, reaching 307 by 1927-8. _ The decrease m the jiei'centage 
since 1929-30 Avas fairly rapid ami in 1932-3 it liad drojiped 
to 241. The improvement during the next two years was 
substantial and in 1936-7 the net ton milage stood at 21,435 
millions and the percentage at 301. 

Statistics of average haul afford another mode of studying 
freight traffic, namely, by examining the average distance i.o 
which a ton of goods is carried. That distance wa,s 155 miles 
in 1900. By 1917-8 it had inei-cased to 246, and by 1924-5 
to 273 miles. During succeeding years the average haul Amried 
from 236 to 249. The 'longer Jianl repre-sented the effect of 
steadily increasing demand for freight transportation by rail 
for all classes of goods throughout the country. 

The record of goods transportation during the jire-separa- 
tion period clearly epitomized the efiects of the economic 
development of the country. That the expansion in traffic 
represented a permanent increase is proved by the statistics 
of freight traffic during the post-separation period. This 
fact should be kept in niiiid in examufing the performance of 
Class I railways. As they constitute the principal railway 
systems in the country their figines reflect tlm same trends 
as those shown by the totals for all Indian raibvays. Wo 
may now xnoceed to examine the goods earnings, tonnage 
and ton milage of Glass I railways during i 924-37. The statistics 
and percentage variations are shown in Table 60. 

The year 1924-5 Avas exceptionally good from tlie })oint 
of view of goods traffic. Class 1 railAvays obtained an increase 
of Es. 6 crores in this year as compared AAuth the goods earnings 
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TABLE 50 STATLSTICS OH' KKEHUIT 'i'K VNSBOItTATlON Ob CLAhS I 
HAILWAVS (102;5 :i7)' 


Y ear 

JOarningb 

Bs. Ill 
c rorcfj 

0- 

.0 

K<-t. tons 
(lUllllOllii) 

0/ 

'0 

Not toll 

imk'i-i 

(iniIlioii&) 

0' 

'0 

A\ einiro 
lead 

3 923-4 

58 80 

91 

9-1 

92- 

1 8,636 

88 

199 

3924-6 

64 87 

inu 

102 

100 

2 1 ,1 16 1 

100 

201) 

3925-G 

02 79 

97 

101 

99 

U).(i62 

03 

191 

192()-7 

63 41 

98 

lOS 

106 

20,103 

05 

187 

1027-8 

()7 5!) 

104 

ll.} 

1 11 

21,620 

1(1,! 

192 

1928-9 

6!) 31 

197 

Ill 

112 

21,615 

10,! 

18!) 

1929-30 

{)0-88 

103 

ll.i 

111 

21,-265 

101 

186 

1930-1 

62-57 

97 

10.5 

103 

20 1 16 

Oil 

192 

1931-2 

67 03 

88 

91 

92 

18,107 

8(1 

192 

1932-3 

55 30 

85 

90 

88 

16,978 

81 

190 

1933-4 

59 83 

92 

98 

96 

18,4 60 

88 

189 

1034-5 

62 .55 

07 

107 

105 

20 091 

95 

187 

193.')-0 

02- 93 

97 

UO 

168 

20,-296 

96 

485 

1936-7 

68-09 

105 

111 

109 

21.172 

i()l 

191 

*' Hailunij Boofirtt 

Iioporii*y Vul CL revi'sctl Dgun's 

taken w!iore\<'i 

iiVdilable 


of 1923-4. The net tonnage aiid toji milage also stood higher. 
There was a slight dcteiioration in the next two years, followed 
by a recovery in earnings which, by 1928-9, touched Rs. 69 
crores, or a percentage level of 107 as coxnpai'ed with 1924-6. 
In the following year there was a decrease to Rs. 67 crores 
or to 103. With the commencement, of the depression, goods 
earnings began to’ drop. In 1932-3 the percentage was only 
86, which during the next two years increased to 97. The 
trend of freight revenues was thus decidedly more encouraging ^ 
than that of passenger revenues. This is homo out by the 
percentages of the top and bottom levels of passenger revenues, 
namely 102 and 77, which indicate a compai'ativoly lower 
degree of expansion and greater extent of deterioration during 
1924-37 than that shown by goods earnings, which improved 
to 107 and receded to only 85, 

Net tonnage of freight generally described the same curve 
of increase. Glass I railways handled, in 1924-5, 102 million 
tons, an increase of 8 millions over the previous year. After 
a slight recession to 101 million tons the volume of goods 
increased to 114 million tons in 1928-9, the year which recorded 
the largest tonnage for the whole decade. The reduction 
in tonnage was not so,steep in the following years. ' In 1930-1, 
Class I railways earned 3 per cent more than they did in 1924-5. 
in the next two years, the percentage of the net tonnage 
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decreased to 88. An encouraging revival in succeeding years 
raised it to 109 by 1936-7, or to approximately the earlier 
pre- depression levels. 

Net tonnage of freight does not provide a satisfactory 
index of goods transportation as it does not take tlie distance 
factor into account. An increase in tonnage may l>e oiTset 
by a decrease in the distance over wbicli gootls are carried 
or vice versa. Wo have, tliorefore, to turn to not ton milage 
which, as a product of both volume and distance, presents 
a more accurate yardstick for measuring freight traffic per- 
formance. The statistics of net ton milage included in Table 
50 show that the movement since 1924-5 was in greater 
accord with the trend of earnings. The net ton milage during 
1924-5 was 21,064 milhons. After a decrease during 1925-7, it 
improved to 21,645 millions, the percentage b('iug 103. Next 
followed a gradual decrease lill the lovv(isl [icrceiitage leviJ 
of 81 was touched in 1932-3. Net ton milage recovered rapidly 
thereafter and hy 1936-7 the percentage returned to 101. 

The average distance to which a ton of goods was trans- 
ported in 1924-5 was 206 miles, shghtly higlicr than in tlic 
previous year, and, in fact, tlie highest recorded for tlui (uitiro 
period. The load dropped to 194 miles in 1925-6, and to 186 
by 1929-30. During the do})ression it varied from 102 to 
185 miles. For the entire period, therefore, the average haul 
showed a narrow margin of fluctuation. 

COMMOniTV STATISTICS 

Before jiroceeding to examine the princijial commodities 
which provided the biiUi of the freight traffic and earnings, 
it should be stated that the task of detailed analysis is not 
so easy as in the case of passenger traffic. As regards passenger 
traffic there are only four classes of service and the data per- 
taining to them are readily obtainable. But in the case of 
goods ti’affic, the classification, rating, transportation and 
economic characteristics make the .subject one oi almost bo- 
wildei’ing complexity. Further, there has not (leen either 
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iiuiforniity oi* cousisteiicy in the preHCuiatiou of annua! Htatisticis 
of coinniocUties irajisported. Ohanges in elassilicatioii ajid 
bases of inarsiialling fiaLa make eoni|jari8(aiS diOieiilk except 
for limited periods. A brief i-oferenc,e has, tlierefej'c, to be 
made to tho eliaraetw of the sLatistioal data to ajiprec'jale 
their limitations. 

lAior io 1920-1, tlie <ommodity stafisires jnepared by 
the Railway Board were ba.sed on a system devised in 1880, 
to whieli changes were inad-c from Lime to time, and consisted 
of 35 groups.^ There wms not, as witii the iVsncricau or Oauadiaii 
classifications, any broad princpilo underlying it.- Manufactured 


^ Tho 35 i;la«sos woro maflo up as follows : 

1 Appai'ol lUclniluiK arapm-y, liabordashery, laiUmory uiiilovms. n( toutroinonts, 
boots and shoos. 2 <toal nucl i-oho camod for blio piiblio and foioigii lailway.s. 

S Cotton: {t) Raw, (n') Mauulaotuml . (u) Twist and yni'n (Europ;au) ; [h) Twist 
and yam (Indian); (i) Piecogoods (P.uropi‘aa) , (d) I’lccogoods (Iiiduin) , (( j Otliors. 

1 ehonuoals excepting snltpotro. 5 Dnigs ' (i) Into.Kicatuig . (ii) Nou-iiitoxicat- 
ing : (a) Medical pioparations , (li) Others. t>. Dj'cs and tans' {>) Alr/aiine and 
aiuhuodyos, (ii) Ciik'h . (?u) Tndigo ; (I'w) Mvrabalans ; (y) Tanning barks, (vi) 

Tnrinrric ; and (vii) Ofcliors 7. P'oddcr . {/) Oil -cake ; (c) Ha.v, straw and grans, 
bran. K. Frnifcs and i-egotables, fresh 0 Gram and pulse i (!) Grain and pulse, 
(ii) Jout/r aucl hnjrn : (iii) Ilici> m husk , {tv) llicfi not ni Imslc , I'v) Wheat , (vi) Wheat 
flour , (uii) Others. 10 Hides and skins (i) Hides ol oat.tlo ■ (ri) r)rcsa''d or tanned ; 

(h) Haw , (ii) Skins of shoop : (n) Dro.-.scd or biumcd . (li) Hau' 11. Horns. 
i2. Hemp (Indian) and other lilires 0 X 1 hiding jute Ifl. .Into: (i) Raw, («) Gunny 
bags and cloth. 14. Lae. 15. Leather : (i) Unwrouglit , (ii) Wroiiglit, excepting 
boots and shoos. 10 Liquors : (i) .Mo and licor , (d) Wines and spirits ol .ill kinds, 
inoluding country spirits; tm) All other sorts meluduig toddy and fcrioontcd liquor 
other than beor. 17. Metals. (0 Brass, unwrought, (u) Brass inanufacturos ; 
(ill) Copper, unwrought ; (iv) Copper luanufactures , (v) Iron and fltoel ' (n) Unwrought 
(dust, slag, pig iron and iron too old for rmnanuffu'ture) , (b) Wrought . (1) Baiv, sheets, 
girdor.s and other commercial forma of iron and steel, (2) Maobinory and millnork; 
(3) Otlior manufactures mchiclmg luiidware and cutlery ; (vi) Metallic ores ; (ww) 
Others, 18. Mineral substances • (i) Marble and stom- ; (n) Chalk and lime , (n'O 
Othci's. 1!) Oils: (j) Kerosene , («) Oa'itor , (in) CoCoanut ; (!i’) Mu.stard ami 
rape ; (a) Others. 20. Oilseeds : (i) Castor , lii) Earthnuts , (!!!) Lmaoocl ; (tv) 
Poppy; («) Rape and mustard . ;i»i) j'd or gmgelly ; (an) Others. 21. Opium. 22. 
Paper and pasteboard. 23 Provisions : (i) Dried fruits and nuts , (n) Gheo ; and 
(m) Others. 24. Railway plant and rolling stock carriod for tho pubiic and the foreign 
railways : (i) Locomotives, engines, tenders and pai ts thereof ; (li) Carriago,s and trucks 
and parts thereof, (in) Materials, (a) fitoel rads and li9hplabo.s : (h) Sloeper.s and 
keys of stool and east icon ; (c) Others 25. Salt. 2G, Sahpetre and other sub- 
stances ; (i) Saltpetre; (it) Other saline subsfcanfes. 27. (i) Silk' (a) Foreign,' 
{b) Indian ; (it) Piooegoods (a) Foreign , (b) Tndiau. 28, Spiccs : (i) Betol nuts ; 
(!i) Cardamoms ; (lu) Chilhos ; (ml Chng'ir ; (r) Pepper , and (yj) Others, 29 Sugar. 

(i) Rofined or crystallibod, luchiding sugar candy ; (ti) Uurofinod i (a) Sugar ; (b) 
Gur, mb, jaggery, inolassos and other saocliarme produce. 30. Tea . (i) Foreign , 
(ii) Indian. ,31. Tobacco . (i) Unmanulactured , (h) Manufacturod ; (ft) Cigars ; 
(h) Otlior sorts. 32. Wood ; (i) Timber, unwronght ; (ii) Manufacturod. 33. Wool : 
(s) Rmv ; (ii) Mannfactuiud : (o) Carpets ; (5) Piecegoods, European; (c) Pieccgoods, 
Indian; (fl) Other sorts of maiuifacturos 34. Ah other articles of morchandise, 
35. Animals: (i) Horses i (!i)ratUo, (hi) Sheep , (ly) Elephants. 

“Tho fntorstato Ooiumcrco Coiiiinisslon, United Sliates, has classiflod blio freight" 
bvafUc of tho American railways into six general eJasaos of commodities : namely, (1) 
Products ol agricnlturo ; ’(2) Products of aminals ; j3) Products of mines ; (4) Products 
of Ibi'c-sts; (5) Maaufactm'os ; (0). Morohandiso and miscellaneous. The Canadian 
ClasHiiicatioii is also on tho saino lines 
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twist and yarn, for instance, were classified into two divisions : 
European and Indian. Oils were headed with kerosene and 
continued with castor, cocoanut, mustard and rape, Foreign 
anti Indian silk piecogoods, amounting to 42 and (59 tons and 
yielding Its. 2,500 and Es. ],3{>0, I’es) actively, were set out in 
full detail, while coal and coke, winch accountod for 22 milfiou 
tons and Rs. 6'21 crores, got only one division. The Acworth 
Committee did not exaggerate matters v/hcn they severely 
criticised the inadequacy and unreliability of tlio statistics 
of the period. But whatever their failing.s, they at least had 
the merit of comparability till 1920-1. In 1922 an attempt 
was made to revise th(i system, and the number oi’ main groups 
was reduced to 26 in the report for 1921-2. Chalk and lime- 
stone took the first place and apparel and habordasliory, drapery, 
etc., disapipeared altogether from the list of lu'ads. The now 
classification was retained for a year, hui. m 1922-3 it was 
further reduced to 25. It was only with offeot from 1925-6 
that the commodities were classified on a more or less intelli- 
gible basis. In the final classification, whicli is the pi’csent 
one, 42 groups of commodities were brought together under 
eight heads, namely, 

(J) Fuel : coal, coke and patent fuel, nod oil fuel and Ih’owood ami 
other fuel 

(2) Hea.vy merchandise 

(k) Light niei'chandl.se 

(4) Other conimodiUcs 

(l) ) Military traffic 

(6) Live stock 

(7) llaihvay materials 

(8) Materials on revenue account 

The most important of these eiglit classes are the soeond 
and third, ‘heavy’ and ‘light’ merchandise. The principle 
adopted to group commodities as ‘heavy’ or ‘light’ mcrchandiso 
was not, as one would suppose, on the basis of their actual 
weight, density or hulk, hut their loading qualities. All com- 
modities, which ordinarily loaded to the full carrying capacity 
of a wagon were fyeated as ‘heavy,’ and the others ‘light’. 
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At ])re,senl lieavy inorcliandisc' 
commodities : 

(1) Rice ]n the husk 

(2) Rioc not ]U the husk 
{')) Oram and pulses 

(-1) Wheat 

(5) Jowar and bajxi 

(6) Othej- grains 

(7) Marble and st.one 

(8) Salt 


eoit.sjsls of Ili(‘ lollowulo sixteen 

(b) Siigai. 1 (‘fined and unrefined 

(10) Wood, unwi oiiglii* 

(11) Metallic ores 

(12) Oilseeds 

(i;i) Cotton, rSiW and pre.-s.‘d 

(14) Petrol 111 bulk 

(15) Keroseni' afi bulk 
(1(1) Molasses in bulk 


Light nicrchaiidiso contains 

(1) Cotton, raw impressed 

(2) manufactures 

(3) Fodder 

(4) Fiuit,s and vegetables fresh 

(5) Gur, jaggery, etc. 

(fi) Jute, raw 


twelve commodities which are: 

(7) Iron and steel, wrought 

(8) Kerosene oil in tins 

(9) Petrol m tins 

(10) Tobacco 

(11) Provisions 

(12) Mamiros of all kinds 


There has bc(in some disturbance in some of the groups, created 
by tho interchange of the commodities by furtlior sub-division 
between these two groups. Thus, "Gur, jaggery and molasses,’ 
which was light merchandise before 1929-30, became heavy 
merchandise thereafter when transported ‘in bulk’. When 
it was not, it coiitinned to be light merchandise. Similarly, 
kerosene and petrol ‘in bulk’ have been placed in heavy mer- 
chandise, leaving the tinned consignments in the category 
of light merchandise. 

As wc have selected 1924-5 as the basis for comparison 
for the post-separation period, it is necessary to examine the 
typicality of the statistics of the year. The comparability 
of the commodity figures of the year is impaired by the fact 
that the statistics of military traffic, shown separately with 
effect from 1925-6, were included under the other commodities. 
The error is not likely to be serious as all military traffic hardly 
amounts to one-half per cent of the total and is, therefore, 
ignored in tho analyses which follow. The only other course 
i,s to take the year 1926-6 for the purpose of comparison, instead 
of 1924-5 which has been taken as the base in connexion with 
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other topics. On this ground the year 1924-5 has been retained 
in spite of the possible oxaggcraiion which the inclusion of 
military traffic for the year may produce in the movement 
of certaui commodities. This will be corrected by an exami- 
nation of military traffic itself towards the end of the chapter. 

Tlie jnincipal commodities canicd by the Indian railways 
may be broadly grouped under three heads : (1) Products of 
agriculture ; (2) Products of mhies and forests ; (3) Manu- 
factures and miscellaneous. 


PRODUOTS OP AaRIOULTURIi! 


In a predominantly agricultural country like India, the 
products of agriculture naturally provide the largest volume 
of traffic. The principal agricultural commodities and their 
relative importance from the point of view of the fi-eiglit traffic 
on Class I railways may be seen from the following table. 


TABLE 51 IMPORTANT AGRICULTURAL COMMODTTIEF! CARRIED 
By CLASS I RAILWAYS* 


Commodities 

( 1 ) Rioe 

(2) Gram and pulses 

(S) Wheat 

(4) -fou'ctr and hajni 

(5) Other grains 

(6) Oil seeds 

(7) Raw cotton 

(8) Raw jnto 

(9) Fruits and vegetables 

(10) Fodder 

Tot\l 


(1929-.‘)0) 

%of 

‘total’ 


% of 

7Vm.s 

Rs in 

‘total’ 

(in millioJiK) 

traffic 

crores 

earnings 

4.54 

6.5 

4-17 

6-0 

1-61 

2-3 

2 15 

3 4 

1 63 

2 3 

2 03 

3 2 

0 42 

0 6 

0-56 

0 9 

0'72 

10 

0-83 

1-3 

2 7!) 

4-0 

3 95 

6 3 

]'22 

1 7 

4-50 

7-1 

1 04 

1-5 

L46 

2 3 

U28 

1-8 

1-08 

1-7 

0'05 

1-4 

0-61 

1-0 

16-20 

2.3 1 

21 -.34 

33 8 


•* Figures of tonnage and earnings taken from Tiaiheny Board's Report, 102')-30, Vol. II. 

It should he added that the grand total lor freight traffic m lOSI-ri o'celudiih the 
figures for ‘l.ivostook’ and ‘Fuel and other ie\cnuo stores’. This omission docs not occur 
m tho statistius for succeeding years. Therefore, to make the figures comparahle, the 
totals for 1921), G to 1036-7 taken for purposes of our oxamiuatioii of tho coinnioddie? 
also exclude those two items This leads to a slight oxaggoration of the poreontages to 
the totals, rvhioh cannot be helped. A corroctivo may be obtamod m the treatment of the 
traffic under tho oxolucled terms taken up lator iu the chapter. When the ‘total’ toimape 
Mid earnings aro used m the sueeeoding pages, they shonl'l bo luidoratood in this qualiflod 
sense only. 

3G--JS14B 
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In 1929-30 of the total originating tonnage on Class T rail- 
ways, 23 per cent was made up of the products of agriculture. 
The receipts from this traffic were more than one-third of 
■the goods traffic earnings for the year. Of the ton connno- 
clities included, rice, from the point of view of tonnage carried, 
accounted for the largest volume of traffic, namely 4 '54 million 
tojis, or 6-5 per cent of the total. Other products of agriculture 
were less in bulk, hut earned relatively, as with I'aw cotton, 
larger, revenue. 

The general trends of traffic and earnings from the principal 
agricultural commodities may l)c seen from the charts in Fig. I. 
Taking the period as a whole the volume of traffic and earnings 
under unhusked rice, grams and pidses, wheat a^nd ‘other grains’ 
were, genei'ally speaking, well below the basic levels. For 
these commodities, the year 1924-5 appears to have been 
exceptionally good. Never since that year — before or after 
the dejiression — did traffic or earnings come anywhere near 
the same levels. The normal traffic from these commodities 
might, therefore, be taken to be in the neighbourhood of the 
average of 1926-7. Of these four commodities, only unhusked 
rice suffered from progressive deterioration. 

The remaining six commodities, husked rice, joum' and 
bajra, oilseeds, raw cotton, raw jute, and fruits and vegetables, 
disclosed a different picture. Of those, fruits and vegetables 
provided an instance of a remarkable increase throughout 
the period. Between 1924-6 and 1932-3, the tonnage doubled 
and, during the next four years, quintupled. Earnings did 
not respond in the same proportion, but stood 80 per cent 
higher at the end of the period. 

The remaining five commodities reacted to the influence 
of prosperity before the depression and of recession thereafter. 
Thus traffic and receipts from husked rice, joioar and bajra, 
and oil seeds attained their'’ peak levels in 1928-9, while from 
raw cotton they reached their maximum in 1929-30. Raw 
Jute recorded a decrease on its own levels of 1926-7. The 
commencement of the depression witnessed a sudden decrease 
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in both traffic and receipts Ironi alJ lliese cumnioiiities. An 
upward movement was noticeable from 1032-3 onwards. By 
1936-7, traffic in husked rice, oil seeds, raw cotton and 
raw jute exceeded the basic levels. Tlu', tonnaoe iji husked 
rico reached a new record level, wdnle raw' cotton rose above the 
peak figures of 1929-30, both in resjieci of tonnage ajid receipts. 
Joivar and bajra alojie failed to sho'w any signs of recovery. 

Earnings from all agricidtural commodities, it may be 
noticed, dechned to a lower level from 1926-7 onwards, due 
partly to the effects of reductions in freight rates. The pei-- 
ceutages for earnings tended to appi'oximatc those for tonnage 
only in the case of oil seeds, raw cotton and raw jute. Erom 
the point of view of railway receii^ts, the traffic in husked 
rice and raw cotton was more encoujuging in 1936-7, when 
earnings from these twm commodities were well above the 
basic levels. But as regards oil seeds and raw jute, the increase 
in the tonnage did not produce a corresponding increase in 
the revenues for 1936-7. 

PfiODUOTS OP MINES AND FOEESTS 
We may now turn to the products of mines and forests. 
The principal commodities for which statistics are available 
and their tomiage and earnings are given below. The mineral 
and forest products carried in 1929-30, as might be expected 
from their character, exceeded the total tonnage of agricultural 
commodities. The originating traffic amounted to about 30 
million tons, or 42 per cent of the ‘total’ traffic carried in 1929-30. 

TABLE 62. PRINCIPAL MINERAL AND FOREST PRODUCTS CARRIED 
BY CLASS I RAILWAYS* 

(1929-30) 


Coimnoclities 

Tons 

(ill millions) 

% of 
‘total’ 

Rs. 

(in urores) 

% of 

‘total’ 

(1) 

Fuel 

21-34 

30-6 

10-02 

15-9 

(2) 

Metallic ores 

3-42 

4-9 

1-47 

2-3 

(3) 

Marble and stone 

3-46 

4-9 

0-98 

1 6 

(4) 

Woodi nnwroiight 

1-35 

1-9 

0-85 

1-4 


f’OTATj 

29-60 

42-3 

13-32 

'21-2 


Figuros of tonuttge and eamiugis taken from Railway Board’s RepoH, 1920-30, Vol. II. 
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Together they produced Rs. 13-32 crores in earnings, or 21 
per cent of the ‘total’ receipts for tlie year, Fuol'^ accoinrted 
for approximately two-thirds of the tonnage and three-quarters 
of the eai-nings for tlie whole group. From the point of view 
of both tonnage aud earnings, fuel constitutes the most im- 
portant commodity carried by Indian railways. 


FIGUJIR IT mtOnaOTW of MIuIES AJNfD FOilE,S1'H: 
TTvAFFTC AND EAIININGS, 1!)2T-:T7 



—-tons EARNINGS. ias4— Su - luu. 

The trends of traffic in the four commodities during 1924-37 
may be seen from Fig. IT. The progress of the tonnage and 
earnings from coal, coke and patent fuel during 1926-30 re- 
presents a substantial hicrease. The percentages ol the tonnage 
increased to 130 in 1929-30 and, despite the depression, the 


* Under tlie term '!Fuor are iuoluclcd eoal. coke and patent fuel, oil inel, firewood 
and oblier tuol. The diHeiiniiuaUon hotweon oil fool and Hrowood dates irom M)27-S, 
Prior to that year, the former was included under kerowne oil and the hitter uuder coal, 
eoko and patent fuel. To make the figures comparablo, other fueh are excluded m tlio 
acoount 111 tho text. I’lio relative iinportauco of other fuols may be boon from fcho statis- 
tics given in tho appendices. 
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percentage ne.ver dropped below 112. In llKl-l-b Ibe figure 
advanced to 122, whieli was approximately tbe saanti in 1928-9. 

The trend of earnbigs was not as regular as that of traffic, 
as the clianges iii freight rates operated on recoi])ts. The 
increase in receipts during 1929-30 aiiiounied to only 9 per 
cent as compai-ed will) 30 per cent in tonnage. While traffic 
continued to remain above the basic level in 1931-2, earnings 
dropped to 9-1 per cent, and increased to only 101 and 1 10 
in the succeeding two years. 

Indian railways are the largest single group of eoiisumors 
of coal. Tlic regional concentration of supplies has given 
rise to a large volume of traffic to meet the needs of railways 
situated at considerable distances from the collieries. The 
volume of traffic thus created has to be distinguished from 
the traffic arising from public dpmaiid. Goal, coke and ])atent 
fuel carried for the consumption of homo and foreign railways 
amount approximately to a fifth of the total tonnage under 
this head. In 1929-30 for instance, this traffic was T26 
mill ion tons, or 22 per cent, the balance of 15’42 ^uillion tons, 
or 78 per cent, being 03i public account. 'Idic earnings attri- 
butable to both these groups were distributed approximately 
in the same prpportion, namely, Rs. 2-77 erorcs or 29 per cent 
from coal on railway account, and Rs. 6-75 croi’cs or 71 jier 
cent from pubhc traffic.® 

Fuel traffic was thus on a higher level as compared with 
1924-5. Public traffic increased remarkably by 1934-5, and 
the earnings, while showing a lower rate of increase, improved 
sufficiently to make uj) for the dooline in the receipts from 
the traffic on railway account. 

Metafllic ores® were more susceptible to the influence of 
business conditions. .Thus both tonnage and earnings reached 
their peak levels in 1929-30 and came down together to a vei-y 
low figure in 1932-3. From 2-32 million tons in 1924-5, the, 


“ Tim (lifforonlintioji hotwcou railway and puhhc Imffic m noal 
1027 8 . 


was inlroclucod from 


« Mofalliu oiw ineludo a wido range of mmoral products, namely, barytes bauxites 
c-hroBiito, luimatito, re<l oxido oP iron, iron ore, load ore, maneaneao ore and other 
metalUc ores. 



GOODS TRANSPORTATION 


207 


traffic increased to 3-42 million tons in 1929-30, the percentage 
being 147. In the next three years tire tonnage was halved, 
and the peroontage dropped to 76. ISarnings from metallic 
ores increased from Rs. 1-12 crores in 1924-5 to Rs. 1-47 orores 
in 1929-30, the percentage being 131. The decrease irr ineomo 
in 1932-3 was even greater than that in tonnage : the per- 
centage dropped to 40. Again j-eacting strongly to the stimulus 
of business conditions, tonnage established a now record in 
1935-6, namely, ®158 per cent, though this improvement was 
not imparted to earnings to the same extent. 

» Marble and stone showed similar t, rends, but the extent 
of the decrease was less, and the recovery was quite encouraging. 
The traffic from nnwrought wood offered a contrast to tlie 
other three commodities. It never recovered during the period 
from the decrease in both tomiage and receipts suffered in 
1926-7. 

The earnings from these four commodities also tended, 
as with the agricultural commodities, to be lower fi'om 1925-6 
onwards. The difference was less in unwrought wood, but in 
marble and stone after 1931-2, earnings were relatively higher. 

MANUFAGTURE.S AND MTSOEDLANEOTTS 

Manufactured and semi-manufactured commodities consti- 
tute, in a sense, the most important of the commodity groups. 

As may be seen from the comparative toimagc and earnings, 

in Table 53, manufactured products jirovide the highly-rated 

TABLE 53, PRfNCJPAL MANUPACTUE,RD AND MISfiELLANEOUB 

PRODUCTS CARRIED BY CLASS 1 RAILWAYS" 

(I929-.30) 

I'oas % of Rm % of 

Cominoclities (in million, s) ‘total’ (m croroa) ‘totiiT 

(1) Cotton manufactured 0 (il OS) iUl 3 8 

(2) Sugar, refined and unrefined 0'82 1 2 2‘03 .3'2 

(3) Gnr, iaggery and molasaes 0'72 LO 0'96 1'6 

(I) Salt P47 ■ 2 1 l-ne .3’1 

(5) Iron and steel manufiictnrcs 131 P9 2-46 - -3 9, 

(6) Tobacco 0’33 0‘5 0'81 1 3 

Total 6-2lj 7-6 10'63 16-8 

* Figures ol fcounago and sarningH lakniifroin the litiilwmj BmrJ’a Report, 1920-30, Vol, II, 
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traffio and in proportion to tlie tonnage il\cy are more re- 
munerative to the railways than the <;ommoditiefl included 
in tho two preceding grou})M. Tims with hut 8 per coni, of the 
total tonnage, the earnings from these connnoflities amounted 
in 1929-30 to 17 per cent of the total income. 

FtftURE III MANUFACTUBR8 AND M18C!ELLAND0US ; 
TONNAGE ^VND EARNINGS, 192-l-t}7 

m CD A £» 05 S ^ ro d* CO co co ri g, ra oS o A A to ^ co co 

N <S1 W M DJ ^ M w CO CO CO N CO 'SI C3 ro CO CO CO CO CO CO 


Cotton Manufaciure. 


IMIW 


m bulk) 


HB 


Tobacco 


-TONS EARNINGS. 


1924— 2S si 00. 


Tho trends of traffic are shown in Fig. III. The general 
impression is on the whole encouraging. The expansion in 
tonnage and earnings from cotton manufactures was sustained 
throughout. Ootton manufactures accounted for less than 
two-thirds of a million tons, and earned well over Ra. 2 crores 
a year. The percentage of tonnage increased to 124 in 1929-30, 
and after a slight decrease in the following year, advanced 
steadily to 141 in 1936-7. Earnings from cotton mannfactures 
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did not increase at Lhe same rate as the tonnage, but the im- 
provement was substantial. Even during the depression the 
percentage of traffic recei]Dts from manufactured cotton never 
dropped below 108, and during 1932-6 it inci-oased from 113 
to 118.- On the whole cotton manufactures proved to bo 
a dependable commodity with prospects of increase in the 
future. 

Iron and steel manufactures'^ increased to an even liigher 
level and the tonnage handled was relatively larger. The 
traffic under this head amounted to 880,000 tons in 1924-5 
and earnings in that year were Es. T87 crores. In 1929-30 
the percentage of tonnage was 149 and of receipts 131. In 
spite of a decrease during the first three years of the depression, 
the lowest point touched in resjiect of tonnage was still 25 
per cent higher than the basic level. By 1933-4 the traffic 
attained the peak levels of 1929-30, and in the next three 
years still higher levels were reached. In 1935-6 the per- 
centage for tonnage was 163. 

The traffic receipts from iron and steel manufactures suffered 
greater deterioration during the depression. Erom 131 in 

1929- 30, the percentage of earnings dropped to 97 in 1931-2. 
Erom that year onwards there was a steady improvement 
as a result of which earnings passed the pre- depression maxi- 
mum in 1935-7, and stood at 142. Iron and steel manufactures 
had thus definitel}?' gained in importance. 

Sugar traffic increased both in tomiage and receipts till 
1930, after which there was a deterioration tiU 1933. The 
total volume of sugar, refined and um’efined, carried in 1924-5 
amounted to 700,000 tons. The percentage for tonnage in- 
creased to 120 in 1928-9, and after a decrease to 91 during 

1930- 3, again advanced to 167 in 193G-7, which was the highest 
level toiEched during the whole period. 

Earnings from sugar, which stood at Rs. 1-64 ci'ores, dis- 
closed an increase during the first six years which was larger 
than that in tonnage. After reaching 124 in 1929-31, the 

’ Uader head are included all fabrioatod ai’tiolos irreapectivo of value, such as 
Tails, took, maclmiery, nails, pots, pons, pins, typewriters, etc. 

27—16143 * 
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percentage for earnings dropped to 78 in 1932-3, from which 
there was a rapid iinproveineut. But in 1936-7 eai-nings, re- 
sponding to the sti'iking increase in traffic, stood 40 per cent 
higher than the basic leveJ, the niaxinnim recorded during 

1924- 37. 

Tobacco stood tlnoughout on a higher level. There were, 
of course, ups and downs, such as the rise in tonnage to 132 
per cent in 1929-30 and the. decrease to 108 in 1931-2. But 
after this the tonnage again increased to 120 per cent. Earnings 
from tobacco were about Rs. O' 67 croi’e, but latterly they advanc- 
ed to Rs. 0‘8 crore. The peak level of 1929-30 was reached, 
in fact exceeded, in 1934-6, and the position of traffic receipts 
during the six depression years, 1930-6, was more satisfactory 
than in the pireceding six years. 

0%r, jaggei’y and molasses were stagnant as regards tonnage 
and earnings till 1931. From that year onwards, on account 
of the rapid development of the sugar industry, there was 
a general increase of 15 per cent and over. The earnings for 
each year, which were about a crore before 1930-1, stood higher 
by Rs. 20 lakhs sind over. The percentages for earnings were 
lower than those for tonnage during 1930-7. 

Compared with 1924-5, the traffic in salt fluctuated between 
80 and 90 per cent of the basic level during the whole period 

1925- 37, excepting 1934-6 in which the tonnage dropped to 
77. Earnings from the carriage of salt were fairly stable and 
generally in the neighbourhood of 85 per cent. 

With the sohtary exception of salt, which kept below the 
record of 1924-5, Indian railways fared well in both traffic 
and earnings arising from all the other commodities in the 
group, even during the depression. 

LIVE STOCK, MILITARY TRAirErO, RAILWAY MATERIALS, AND 
MATERIALS AND STORES ON REVENDE ACCOUNT 

Iho four classes of traffic not included among the com- 
modities considered in the preceding paragraphs are live stock, 
inilitaiy ti'affic, railway materials, and materials and stores 
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on revenue account. The volume of traffic and earnings under 
these heads may be seen from the figures for 1929-30 given 
below. 

TABLE 54. TRAFFIC AND EARNING^ FJtOM LIVE S'J’OCK, MILITARY 
TRAFFIC, RAILWAY MAT’E RIALS. AND MA'J’ERIALS AND 



STORES 

ON REVENUE 

ACCOUNT' 




(1929-30) 






Tons 

%or 

Rs 

% of 



(in millions) 

total 

(m laldis) 

total 

(1) 

Live stock 

0'20 

02 

63 

09 

(2) 

Military traffic 

0-.34 

04 

38 

06 

(3) 

Railway materials 

6-38 

7 i 

94 

T4 

(4) 

Materials and stores on 

15‘94 

IH .5 

312 

4-7 


revenue account 






Total 

22-80 

26-6 

607 

7-0 


* Figures of fonuago and aamings taken from Uiiilwrij/ ISoauVit Re.porl 1929-30, Vol. TI. 


Live stock and military traffic provided only a compai’a- 
tively small volume of traffic. Taken together, they accounted 
for slightly more than half a million Lons and about a crore 
in receipts. Expressed as a percentage of the totals, the 
tonnage amounted to 0'6 per cent, and receipts to 1 ’6 per cent. 
Railway materials were much larger and produced 6*38 milhon 
tons and Rs. 94 lakhs. But the most important of the group 
is the last item, materials and stores on revenue account, 
which amounted to 16 miUion tons and earned Rs. 312 lakhs. 

The volume of traffic in railway materials increased from 
3*64 million tons in 1925-6 to 9'91 million tons in 1927-8, or 
to 272 per cent, the highest figure reached during the })eriod. 
There was a gradual decrease thereafter; and after a iurther 
reduction during the depression the percentage stood at 117 
in 1936-7. 

The trend of earnings was similar. From Rs. 70 lakhs, 
receipts increased to Rs. T52 crores in 1927-8. The per- 
centage of receipts, which during this year was 216, gradually 
came down to 74 in 1936-7. 

In point of magnitude of tonnage carried, the materials 
and stores on revenue account came second only to fuel traffic. 
The tonnage for 1925-6, the highest figure recorded during 
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the period, exceeded 16 millions. The trend during the period 
was one of decrease. The ])ercenlago foi' tonnage deci'easod 
to 97 in 1929-30 and 65 in 1932-3 increasing thercaflor hy 
1936-7 bo 75. 

Earnings from revenue stores amounted to PvS. 2-9J croi-es 
in 1925-6. The percentage, as compared with this year, rose 
to 116 in 1927-8, but in 1930-1 came down to 99. After a 
further decrease, there was an improvement to 92 in 1936-7. 

Revenue stores provided 21 per cent of the total tonnage 
in 1925-6. From this level there was a decline to 15 
per cent, in 1936-7. As compared with the volume of tomiage, 
earnings represented a smaller proportion, namely 4 to 5 per 
cent of total receipts. 

Live stock traffic was on the decrease since 1925-6. The 
tonnage as compared with this year, declined to two-thirds 
and receipts to three-fourths in 1936-7. The traffic and earnings 
from military traffic also showed a decline daring the depression. 

Of the four groups of commodities considered in the fore- 
going paragraphs, namely, products of agriculture, products 
of mines and forests, manufactures and miscellaneous, and 
live stock, military traffic, railway materials and revenue 
stores, the first three constitute the main classes on which 
goods traffic depends. The statistical data as at present 
available make it impossible to obtain a clear division between 
the products of agriculture, the products of mines and forests, 
and manufactured goods. Thus, flour, a processed commodity, 
has come under wheat, while rock salt, a ' mineral product, 
is merged in manufactm’ed salt and is taken under manu- 
factures. But taking the groups broadly as indicative of the 
division between agricultural, mineral, forest and manufactured 
iwoducts, there appears to have occurred certain changes as 
regards their relative importance. A comparison of the ton- 
nage, earnings and percentage projjortions for each group 
given below shows that agrioultural products provided in 
1936-7 a smaller proportion of tonnage and still lower pro- 
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portion of earnings than in 1924-5, Mineral and forest products 
remained almost the same and an increase occurred under 
manufactures. 

TABLE 66. TRAPFJC AND EARNJNG8 BY COMMODITY GROUPS 




Originating tomiago 


EaiTiiiiss 




1921 

-.6 

1029-30 

1930-7 

1924-5 

19-20-30 

1930-7 


Tom 

% 

Tons % 

Tons 

% 

Ks % 

Dc 0/ 

/o 

Us 

% 

Products of 

I— 1 

30 

10-20 23 

19-29 

28 

24-84 41 

21-34 .31 

21-11 

33 

ngj’icultui'o 
Mine,s and foro.sts 

22-79 

40 

29 56 42 

27-5.5 

39 

12 00 20 

13-02 21 

13-03 

20 

Manufaoturoa 

4 70 

8 

5 26 8, 

6 00 

9 

9-02 16 

10-30 17 

11 46 

18 


Tou=t m millionfi. and Rs in ci'oros. Percentage.^ as proportion to ‘Total.’ 

These three groups account for 70 to 80 per cent of the 
total traffic and earnings. The bulk of the remaining tonnage 
was provided by railway materials and revenue stores. 

The fact that in spite of the depression substantially higher 
levels of traffic were reached after 1930 — indeed in a good 
many instances even higher than the pro-depression peak 
figures — is significant. Much of the increase, under coal, 
husked rice, metalHo ores, cotton manufactures, iron and steel 
wrought, and tobacco, appears to be of a permanent character, 
which, as will be seen later, resulted from the tendency towards 
industrialization. The increases under these heads were 
obscured by the volume of the low grade and low rated com- 
modities. Thus, fuel, railway materials and revenue stores 
amounted to more than one-half of the total originatmg tonnage 
and produced about a fifth of the freight earnings in 1929-30, 
During succeeding years there was a decrease in the propor- 
tion of the tonnage to 46 per cent by 1936-7. Four-fifths of 
the goods earnings were produced by the remaining one-half 
- of the tonnage.® 

To conclude. Freight traffic during 1924-37 was thus 
remarkably stable. Indian railways were put to a severe 


Compare the following figures : — 


Fuel (excluding oil) 
Railway materials 
Revenue stores 


1936-7 

Tons {millions) Croros 
31‘11 Ks. 10 07 

I-SO „ 0‘62 

IS’IO „ 2'67 ' 


niJO-SO 

Tons (millions) Croros 
21'.34 Ra. 10'02 

(i 38 „ 0-94 

15-01 .. ,3 12 


Toiai, 

Proportion to total 


87‘77 Kb. 13-20 43-60 Us, 14-OS 

46% . 20o/„ 61% 21% 
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test during the depression, when, ioreign trade declined by 
more than 50 per cent in value. This must have alfectcd rail 
traffic ; but the fact that the decrease in goods traffic was 
substantially less than the recession in exports and imiiorts,® 
affords conclusive evidence of the greater importance of internal 
traffic. As Indian railways obtained a greater portion of 
their business from domestic ratlior than foreign trade they 
were to that extent free from disturbances directly arising 
from changes in world conditions. Tills conclusion has a 
bearing on the underlying bias of the rathig system, which 
ill the past was alleged to favour foreign at the expense of 
domestic industry and trade. This raises certain problems 
which will be discussed later. 


NET TON MILES AND AVERAGE LEADS 


The volume of traffic considered in the last section dealt 
only with the total originating tonnage under the principal 
commodities. But as the statistics of tonnage offer no indi- 
cation as to the volume of transportation involved, we may 
now turn to the net ton milage statistics. Net ton milage 
statistics are unfortunately not available for each commodity, 
but with effect from 1929-30 the total figures are sot out under 
three heads, coal, grain and oil seeds, and other commodities. 
The ton milage for coal is .presented under three sub -heads, 
‘pubhe traffic,’ ‘foreign line and home line construction’ and 
‘home line.’ The second group has a homogeneity and is 
of special importance in an agricultural country like India. 
The third, consisting of manufactures, is heavily weighted by 
the inclusion of revenue stores. It is not clear what purpose 
is served by the net ton milage of this group. 

The net ton miles for the three groups of commodities 
during 1929-37 may be seen in Table 66. The ton miles under 
coal decreased during the period. Grain "and oilseeds, after 
a decrease during 1932-3, I’ecovered by 1936-7 to such an extent 
as to exceed the record for 1929-30. ‘Other’ commodities, 


» Tho total valw of imports imd exports daoliaed frora Rs. GS3-01 crores in 1024-6 
to loss tiian Ru. 300 croros durmg 1031-2 to lOSB-fi. 



GOODS TBANSPORTATION 


216 


TiUJI.R 50, NET TON RULES AND AVERAGE LEADS ON GLASS ] RAILWAYS 






(1921-37)1 







Not 

toil mile,-' 

(ill thousanrl million.'i) 


Avorncp Icailf. 



Public 

Foioign 

Homo 

Gi-aitis 

Othor 

Public 

Foroicii Home Oi-aina Other 

Year 

coal 

lailwa'vs 

Jiuo 

& oil 

comrao- 

coal 

railways 

lino 

.& oil 

commo- 



coal 

coal 

fiBOd-J 

lUties 


coal 

coal 

aoeds 

dities 

1020-30 

-1'50 

2 38 

I'SS 

3-07 

0-43 

210 

124 

252 

11)0 

152 

1030-1 

-1’17 

2' 36 

LSI 

3-27 

8 53 

211 

145 

241 

206 

151 

1031-2 

4 02 

1 86 

1'43 

3 12 

7 1)8 

211 

■139 

220 

207 

161 

1032-3 

,3'60 

1 72 

I'lS 

2-71 

7 37 

210 

400 

246 

205 

- 152 

loas-i 

4 00 

1'78 

1'.50 

2-02 

8-17 

210 

378 

2.55 

105 

165 

1034-5 

4' 29 

1 0.5 

]'73 

3-16 

8-06 

207 

38 ( 

2.52 

201 

1.52 

3035-6 

4' 26 

1 08 

3-6,5 

2 83 

0 ns 

202 

.311 

244 

103 

154 

1936-7 

4 10 

2 '00 

1-73 

3-27 

0 20 

201 

404 

211 

20.3 

161 




'ciy BocnrPft TteporK Vnl, 

TT, for 

(‘aeh yonr. 



after 

a considerable dGGrea,se 

in 1932-3, also improved to 

levels 

higher than 1929-30. 









Tlio average leads for coal traffic were different for the 
three sub-groups. Coal for the public during the eight years 
1929-37 had an average lead of 201 to 214 miles. Coal for 
the homo line had longer leads which varied from 229 to 254 
miles. Coal for foreign lines and homo hne construction had 
the longest leads of all. The average distance in this case varied 
from 378 to 446 miles. 

Grain and oil seeds had average leads which ranged from 
190 to 207 miles during 1929-37. ‘Other’ commodities averaged 
lowei’, the distances being 161 to 161 miles. 

Ji'IGURE TV, NET TON MILAGE BY COMMODITY GROTTPS 

( 000 , 000 . 000 ) 



AVERAGE BEOErPTS PER TON MILE 

There is one more topic to be considered here in connexion 
with goods traffic, namely, ' the average receipts per ton per 
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mile. The average receipts or rates are obtained by dividing 
the total freight earnings by the not ton miles. The rate 
does not discriminate between (liHer('ni> classes oi iratlic, liigh- 
rated or low-rated coinmodities. A ton of cotlou goods bears 


a much higher rate than a ton of coal oi- mineral ore, and the 
average rate doG.s not take those dili'ereneos into account, 
■piactnations in the statistics of average rates per ton mile, 
it should be borne in mind, reflect the average effect of changes 
in rates, volume, character of traffic and length of hank Con- 
clusions on the average receipts per ton mile must, therefore, 
be qualified in the light of changes in these factors. 

Before proceeding to summarize the trotid of the average 
rate per ton mile during 1924-37, the character of the long- 
range trends may be referred to. Attention is invited to the 
statistics of average rates xjcr ton per mile for all Indian rail- 
•ways in Table 49. In 1900 the average rate per ton of goods 
per mile was 6" 88 pies. During the next seventeen years, 
there was a steady decrease to .4-01 pics, the lowest figure 
touched. From that level, there was a gradual rise, and the rate 
increased to 6‘37 pies in 1921-2 and 6‘IB pies in 1923-4. Tn 
1924-5 there occurred a decrease to fl’OO pies. During tlic 
next five years the rate fluctuated between 6-12 ])ies and 6'2r) 
pies. There was no change during tlie de])resaion and, cxco2)t 
for a slight increase in the average receipts in 1932-3 to 6-35 
pies per ton per mile, the margin of variation was almost the 
same. The figures for all Indian railways, therefore, indicate 
thKnt after an increase in 1922-3, the average receipts i-omained 
at approximately the same level throughout. 


The average rates on Class I railways during 1924-37 
are shown in Table 57. In 1924-6 the average rate 
per ton per mile was 6'9] jnes. During the next eleven years 
there was only a slight increase. During the six years ended 
1929-30, the increase from 1926-6 onwards amounted to only 
2 to 4 per cent. During 1932-3, there was an increase of as 
much as 6 per cent or 6-26 pies. But the receipts per ton 
per mile came dow^n to 5-98 pies and rose in 1936-7 to 6-17 pies. 
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TABLE 57 AVERAGE ll.ATES PER TON PER MILE, CLASS 1 
RAILWAYS (1024-37)1 


Year 

Broad 

Gauge 

Metre Gauge 

Class T Railways 


Bioa 

0/ 

/o 

Pics 

% 
f 0 

Pie.s 

% 

1924-5 

5 47 

100 

7 99 

100 

6 91 

100 

1926-6 

5 63 

103 

8.32 

104 

6 1,3 

104 

1926-7 ■ 

5 61 

101 

,8.50 

116 

6 0.5 

102.5 

1027-8 

6'49 

100 

8-2S 

106 

6 00 

102 

1928-9 

5 62 

103 

8 49 

100 

6- 1,5 

104 

1929-30 

5 59 

102 

8 41 

106 

6 11 

103 

1930-1 

r)’42 

99 

8 27 

104 

5-9G 

101 

1931-2 

5-.55 

101 

8 34 

104 

6-05 

102.5 

1932-3 

5 73 

105 

8 52 

107 

6 2.5 

106 

1933-4 

6 70' 

104 

8 45 

106 

6 22 

10.5 

1934-6 

5'49 

100 

8 08 

101 

5 98 

101 

1936-6 

5'49 

100 

8-04 

101 

5-9.5 

101 

1936-7 

5 71 

104 

8 17 

102 

6 17 

104 


* Railway TtoauVa Repot t, Yol. II, (or each year. 


These average figures do not disclose the fact that the broad 
gauge railways on the whole had lower rates than the total 
averages referred to above. On the broad gauge the average 
rate per ton per mile stood at 5-47 pies in 1924-6. The average 
rates rarely exceeded the limits of 6-50 and 5’60 pies. Only 
in 1925-6, 1928-9 and 1932-4 did, it pass the higher limit. 

On the metre gauge railways the ratc.s were higher. The 
average receipts, which amounted to 7 '99 pies per ton per 
mile in 1924-5, fluctuated diu'ing the next five years between 
8-28 pies and 8'50 pies. The range of oscillation durmg the 
depression was wider, between 8-04 pies and 8‘52 pies. Tlie 
rates for the metre gauge railways stood 50 per cent higher 
than those of the broad gauge. 

As the average rates per ton per mile do not discriminate 
between the high-rated and low-rated commodities, some 
idea as to the spread of the rates may be had from the statistics 
available under the three groups referred to earlier, namely, 
eoal, grains and oilseeds, and others, shown in Table 58. 

The average rate for coal was the lowest. The receipts from 
public coal were higher and the rate per ton per mile fluctuated 
between 2*87 and 3-21 pies, the tendency being toAvards an 
increase after 1929-30. Goal for home line varied from 2-39 
pies to 2*36 pies and that for foreign line and homo line 
as—iRuu * 
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LE as. 

AVERAGE 

RATES PER TON PER 

MILE 

BY GROUPS 



OE COMMODTITES > 





( Fujures 

in piea) 




Piihlic 

Foreign line 

Homo line 

Grain & 

Other 

Year 

coal 

coal 

coal 

ml seefla 

commodities 

]92fl-:}0 

2 88 

2-23 

2 19 

S 52 

8 40 

1030-1 

2 87 

2-U 

2T9 

8 10 

8'51 

1931-2 

2 88 

2'21 

•2il 

7 99 

8-55 

1932-3 

3 11 

2-49 

2-36 

7 97 

8 86 

1933-4 

3-16 

2 46 

2'3l 

8 09 

8 64 

19,34-5 

3 19 

2 45 

2'3I 

7 60 

STO 

193.5-6 

315 

2 37 

2 31 

7 98 

7 97 

1936-7 

3 21 

2 37 

2 27 

7 85 

8 35 


* Hallway 

Boaid'i Mcpoit, 

Vo], 11, for oacl 

1 year. 

* 


construction from 2/14 to 2'49 pies. The receipts on the latter 
showed an upward movement during the lavSt five years. 

The receipts for grain and oilseeds amounted to 8'52 pies 
per ton per mile in 1929-30, which was the highest level during 
the eight years 1929-37. There was a decline during the 
succeeding years, and the rate was only 7‘85 pies in 1936-7. 

The ‘Other’ commodities on the whole recorded a higher 
level of average receipts per ton per mile than the previous 
groups, and the rate varied from 7*97 to 8’86 pies. 

Owing to the composite character of these averages, it is 
not easy to draw any further conclusions from these statistics, 
which can only indicate the general trends. 

DflEIGHT BATES AND THE BBTOE LEVEL 

The general level of freight rates must in the long run be 
adjusted to the ability of trade and industry to bear such 
rates. Transport costs are jiart of the costs of production, 
and changes in prices upset the normal ratio which rates bear 
to commodity prices. In -the nature of things prices, subject 
to competition, change rnore rapidly, and the adjustment of 
rates, subject to regulation, follows after a time lag.' A general 
increase of rates, such as that in 1922, can take place only 
when a substantial advance in prices has established itself. 
The equilibrium between rates and prices is similarly distjnrbed 
when there is a gradual decline in prices. , While it wmuld be 
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impossible to conceive of changes in freight rates with every 
change in the prices of commodities, over a scries of years 
there should be a correspondence between the general rate 
and price levels We may now proceed to examine how 
the rate level on the Class T railways in India omnpared with 
the general price level during 1924-37. 

The index numbers of the average rates per ton per mile 
and of the wholesale prices from 1914 to 1937, given in Table 
69, indicate that, relatively to the price level, freight rates 

TABLE 69. INDEX NUMBERS OF WHOLESALE PRICES AND 
AVERAGE RATES PER TON-MILE 


(1911=100) 


Year 

Wholesale 

prices 

Average 

rale 

Year 

Wholesale 

prices 

Average 

rate 

1915 

112 

98 

1928 

145 

141 

1920 

201 

104 

1929 

141 

130 

1921 

178 

121 

19.30 

110 

137 

1922 

176 

139 

1931 

96 

139 

1923 

172 

138 

1932 

91 

143 

1924 

173 

135 

1933 

87 

143 

1925 

169 

140 

1934 

89 

137 

1926 

148 

138 

1935 

91 

136 

1927 

148 

137 

1936 

92 

141 


■* Calcutta wholesale prices 


were lower till almost 1920. The difference was greatest when 
prices stood at 201 and freight rates at 104 in 1920. The 
increases during 1921 and 1922, and the decrease in general 
prices, narrowed the difference. In 1924 the average rate was 
about 40 per cent below the price level. By 1930 prices had 
dropped to 116, while the avex’age rate remained at 137. In 
the next three years, there w'as a further decline in prices, 
and the index number tvas only 87 in 1933. Freight rates 
were comparatively at a much higher leyel, namely at 143. 
In 1936-7, the average rale dropped to 141, while prices im- 
proved to 92. The impression left by these figures is that 


'tf it were rooognised as a I'atie-uiakiiii' priixeiplo (hat wlimevar the pneo of a com- 
modity was moroased or dnoreassod, thsro would lia\p to ho a eorrcspoxiduig ineroiibo or 
decrease of tho freight rate for that oommodity, tlioro would bo no opportunity for any 
fixity or constanoy of freight rates. The entire tariff wotdd ho subjoot to menssant soriut. 
of changes, the mdeflmtenesa and instability of whieli would make business unpossiblo.’ 
W. T. 3‘aclanan, , Economio Principles of Transportation, 1935, p. 180. 
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the incidciico of freight rates must luive heou particularly 
heavy during the depression ])eriod, as the average rate re- 
mained at almost the same k^vel as dining jiri'vious years. 

Taking 1924-5 as the basis for comparison, the (Jlass I 
railways showed essentially the same trends, but in a more 
accentuated form. Whereas the average into nevmr dropped 
below 101, priees deelined during the depression to 50 per 
cent. In 1933-4, the year when price.s reached this level, 
the freight rate level was 105. The situation remained almost 


unchanged during 

succeeding 

years, as 

may he seen 

from the 

statistics 

given in 

Table 60. 




TABLE 60. 

RATE LEVEL AND PRICE lAtVEl. ON CLASS 1 1 

lAlLWAYS 



(1924-37) 







(1924-6=100) 


Wholesale 

Average 


Wholesale 

Average 

Year 

prices’’' 

rate 

Year 

prices 

rate 

1926-6 

92 

104 

1931-2 

65 

102 

1926-7 

86 

102 

1932-3 

63 

106 

1927-8 

86 

102 

1933-4 

60 

105 

1928-9 

84 

104 

1934-6 

61 

101 

1929-30 

81 

103 

1935-6 

63 

101 

1930-1 

67 

101 

1936-7 

63 

l64 


Calcutta wholesale prices for calendar year. 


The freight rate levels during the depression are thrown 
into bolder relief by taking the figures for 1929 as the base. 
This does not of course allow for the fall in prices which had 
already occurred by that year. The index numbers given in 
Table 61 show that freight rates on coal, owing to the surcharge, 


TABLE 63 . FREIGHT RATES AND PRICE LEVELS OF PARTICULAR 

COMMODITIES 

(1929=100) 


Year 

Coal 

Pit mouth 

Grains & oU seeds 

Other 

commodities 


rate * 

prices 

rate 

prices 

rate 

prices f 

1930-1 

100 

102 

95 

79 

101 

82 

1931-2 

• 100 

100 

94 

69 

102 

68 

1932-3 

108 

89 

94, 

66 

105 

65 

1933-4 

110 

82 

96 

63 

103 

62 

1934-5 

111 

76 

90 

66 

98 

63- 

1936-6 

109 

74 

94 

60 

06 

66 

1936-7 

111 

72 

92 

69 

99 

65 ■ 


* Public coal only. 

t OaleuWa wholesale prioesl 
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increased to 111 in 1936-7, while during the same period the 
pit moixth price had dropped to 72. 

In the case of grains and oilseeds, except in 1934-6 when 
the rate decreased to 90, it was always between 92 and 95, 
The trend ol prices of cei'cals and oilseeds during the same 
period showed a steep decline as compared with 1929. The 
index number of prices in 1933-4 was 63, while that of the 
rate level was 95. The position had not improved to any 
appreciable extent even in 1936-7, when tlio price level stood 
at 59 against a rate level of 92, 

The average rate for ‘Other’ commodities increased to 105 
in 1932-3, after w^hich there was a decrease to 95 in 1935-6. 
The general wholesale prices during the same period dropped 
to 65. 

■ FIGURE V RATE AND PRICE LEVELS, 1926-37 





1929*100 


The comparison brings out the fact that freight rate levels, 
on account of the decline in the price level, were about 50 
per cent higher. The difference was even greater in the case 
of coal. With so large a difference between the rate level 
and the price level, one might conclude that the cost of rail 
transport must have imposed an increasingly heavier burden 
on industry and trade during the depression, particularly in 
India where about 70 per cent of the population is directly 
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engaged in the agricnliural industry. Tire freight rate level, 
as Professor Jackman x)oints out, 

‘is a matter of vital coiiccvu to th(> agricultural eoinmuiiitj' Of course, 
it is also of importance to the manuiaoturer in ascertaining at what price 
he can sell his product to the consumer , but on account of tlio higher 
value and the wider diffu.sion of the costs of inaiinfacturcd goods, the hiirdeu 
of freight rates is frequently not felt to be as heavy upon thorn as upon 
the agricultural products 

During the dej)ression, with a x)henoincnal decline of agri- 
cultural prices, the almost stationary rate level implied 
relatively higher freight rates on agricultural commodities, 
and a correspondingly lower return to agriculturists. The 
jiroblem of India’s economic welfare is essentially one of in- 
creasing the purchasing power of the agriculturist. To the 
extent that the rate level depressed it, railways would appear 
to have worked in the opposite direction. 

The Wedgwood Oommittee discussed the demand for a 
general rate reduction and could not support it on grounds 
thus expressed by them ; 

‘A general reduction of charges . . . can only he looked upon as desirable 
from the policy point of view, either for the purpose of keeping railway 
charges in step with world-wide price movements, such as occurred after 
the post-war boom, or when railways have a large surplus in hand and 
are disposed to distribute it m the form of lower charges to then customers 
generally. Neither of these sets of circumstances exists at the present 
time ... the general level of railway charges in India is low and therefore 
provides no argument in favour of a genei’al reduction 

The question of an adjustment of the rate level to the price 
level was thus dismissed by the Wedgwood Oommittee. The 
unsatisfactory state of railway finance and their anxiety not 
to recommend measures which might jirejudicially affect rail- 
way revenues must have influenced their judgement on this 
question. 

It is, of course, possible to jiress the argument for a rate 
reduction too far, and even the agricultural, argument for a 
veduotion of rates may__ lose part of its force if the difficulties 

U Op. cib., p, 554. 

Wedgwood OommUke jSefiorl, para 123, p. 77. 
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of the agriculturists are viewed in the proper perspective. 
The picture di-awn })y Professor Jackman of Canadian agri- 
culture is so true of the conditions which prevailed in India 
that it deserves to be quoted : 

‘Much is being said at the present time of depression, and has been said 
for many years, ^ of the need for reduction of freight rates as a moans 
of restoring prosperity to agrieiilturo and t])rongl) it to eommereinl and 
industrial business. Agnenltnre, the most vital and e,ssential phase of our 
economic life, is pur.sned under most iiusatisfactory eonditions A pro- 
sperous agriculture is at the foundation of prosperous industry, trade and 
transportation The fact is that the railways are suffering from the same 
causes which have produced the agricultural distre.ss, e, specially the curtail- 
ment of the markets for the excess production of the country The rail- 
ways are the farmer.s’ best friends Their interests arc identical, and not 
hostile. Anything which will work for the betterment of agrieiilturo will 
work for the improvement of the railways as well as the other intDreat,s 
of the country , and among the most important of these we would mention 
the extension of tho country’.s markets, the orderly and organized mar- 
keting of products, diversified production, ade(iiiato credit facilities suited 
to tho farmers’ needs, and a more reasonable relation between the prices 
of what tho farmers liavo to sell and of the manufactured products which 
they have to purchase. ’i® 

While the argument for a strict correlation between freight 
rates and the price level is open to criticism, so considei-able 
a difference as that disclosed by the statistics quoted above 
needed correction. In few of the agricultural countries was 
there, during the depression, anything like so steep a decline 
in prices or so great a disparity between the rate level and 
the price level.^^ A decrease in the rate level, iiarrowmg 
the difference in the price level, would have meant a relief to 
the agriculturists, whose difficulties were accentuated during 
the depression. It was feared that that would have involved 
a loss of railway revenues which were already insufficient to 
cover railway exjienditure and fixed charges. The only other 
course was to reduce railway expenditure, which would then 
have permitted a general reduction in rates. The problem 
of the adequacy or reasonableness of^ the rate level cannot 

Op. cit., pp. 680-1. 

Comparative stal.istics of general rate levels auft pnoo tovols m certain eouptries 
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be discussed iiidopendciitly of railw'iyy expenditure. Fi’om 
what 'we have already seen of the g(‘ue]’al Ireiuls of railway 
expenditure,^® the real difficulty lay in the inelasticity of 
fixed charges and the higher standards of working expenditure 
during the pre-depression period. Unless j’ailways earned 
enough to pay their expenses and meet their fixed charges in 
full, their own financial stabihty w^ould be impaired. The 
net income was for years inadccpiate to meet their liabihties 
in full. The enthusiasm for an adjustment of the rate level 
had, therefore, to be tempered by a consideration of the financial 
condition of the railways. 


This chapter is, in a sense, concerned with the examination 
of results rather than of the influences which helped to bring 
them about. Toimage, length of haul, earnings, etc., all depend 
on the state of industry and business, and tlieir reaction to 
the cost of transportation. It is important from the point 
of view of railway finance to ascertain the effects of railway 
policies on Indian industry and trade, and the effect of the 
state of economic development of the countiy on the railways 
themselves. These jiroblems can be discussed only by an 
examination of the rates structure and policies followed by the 
Indian railways. These topics are taken up in the next chapter. 


of Ulo world aro given below. Tbe base year taken for conipnting the inclox niimberR 
ia 1029. 


Country 

Average rate 
per ton mile 

Prices 

U.S.A. : 

1930 

99 

91 

1930 

00 

86 

Canada : 

1930 

99 

01 

1930 

88 

78 

Or Britain 

1930 

99 

88 

1930 

91 

83 

Jaimn : 

1929-30 

100 

82 

1930-7 

97 

90 


Country 

Average rate 
per ton mile 

Prices 

Germany : 


1930 

103 

91 

1936 

92 

70 

Italy : 



1930 

91 

90 

1930 

85 

81 

India : 


1029-30 

99 

82 

1936-7 

102 

0,0 


Iho percoiifc(ieB<5 stft-.ua above are worl«a out on the basis, of the mdsx numbers of 
piHuoH and ftvorago rates par ton mi e ior t lo cl.fforenb countrioa, taken from the following 
aonrues: StaUHma’ of IhsUnMdStrUe^s, 1938; ami'idr. Year Book. 1938, 

itlaUslxBs of meam Kiilto lya in OitwoVi; Wove*yn Oommiroa Year Booh lO'-i'i norl 1038 ' 
Loaguo of Nations, SUitiBHoal Year Booh; Aiinual Report of Radwain Tsrmn- nnd 
BrporlonC'wrrnci/wt^ Wnmu!)!, UoaewoBniikofTudia, ^ Japan, am} 

Cbiiptfir in, 
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FREIGHT RATEiS AND INDUSTRIAL DEVELOPMENT 

Public complaints about freight rates ; Views of tlio Industrial Commission, 
226 The Acworth Committee’s findings, 227. ‘Block’ rates, 228. The 
Fiscal Commission on protection and railway rates, 228 
Classification of goods . Tho original classification, 22!) War-time changes 
and surchargc.s, 230. Revised classification of 1922. Uneven increases, 
ri.sk rates, exceptional classes, maxima and minima, 231. Demand for 
a reform of the system, 231. Defects of the cxistino .system, 236. 

The new classification of goods, 1930. Main features, 237. Risk rate, 
238. Maxima and miuiina, 242. Schedule rate, 245. Discontinuous 
milage, 246 Terminal charges, 250. 

Railway rates and industries : I'lio coal indu.stry, developed and conditioned 
by railway policy and rates, 262. Hi'avy chemicals industry, 255 Other 
indu.stries, 267 Port rates, 259. 

Effect of industrialization on railway rates, 26-1. Conclusion, 266. 

The policy of railway rates had for years been a sore point 
with the public, and for our present purpose it will be sufficient 
to start with the diagnosis of the Indian Industrial Commission, 
1916-8.^ The report of this commission referred in detail 
to the effects of the prevailing railway rates on the industrial 
development of the country. Before the last war, traffic 
flowed in two major streams — raw iJroducts moving towards 
tho ports for export, and imported manufactured articles 
moving upoountry from the xJorts. With the natural pre- 
ference of railways for a large volume of traffic x)pi3Hitting 
economic handling, the rivalry of ports attracting traffic for 
exjiort, and the com^ietition of coastal and river s]iij)ping, 
the rates policy of railways was adjusted to meet those con- 
ditions of trade. The Holland Commission stated : 

‘the history of rate fixation reveals a dc.sire to divert traffic from one Tndkm 
port to another, rather than a careful examination of the effect vhich the 
rate imposed would have on tho total cost of conveying the goods to their 
port of foreign destination, and therefore on tlicii’ ability to compete with 
products from rival sources. Presmnably relevant local circumstancos 
are duly taken into account when rates arc fixed ; the. point which we 
desire to make is that there has been a tendency to think of attracting 


1- Herein.after roferroci to as tho Holland OonnmsBion. 
29— 1514B 
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tfaffic to a pavtifular railway rallu'V tliaii in consider whcilier a, real noccssiiy 
exists for reduction m tlic general lut-ercsis ol Ihe eouiili'y " 

As an examplo of iindno reduction of rates on exports, 
they quoted the ease of hides, whose prodiietion was not 
affected by railway „/ratcs though their disjiosal might be. 
Consequently ‘the grant of port rates nearly 50 ])cr cent less 
than the internal rates has certainly discouraged Indian tanning, 
and aided certain foreign industrialists to obtain a hold on 
a class of raw material of wbieh India, possesses a partial 
monopoly.’-'* 

The fixation of railway rates on imports followed much 
the same lines as those on exports. In view of the fact that 
the ‘efforts of the country in future will be directed to bringing 
raw materials to the most finished state possible before ex- 
port,’ the Holland Commission enunciated the following prin- 
ciples for the regulation of railway rates : 

(1) ‘The governing principle which should be followed in railway rating, 
so far as it affects industries, is that internal traffic should he rated as nearly 
as possible on an equality with traffic of the same class over similar dis- 
tances to and from the ports . . as far as possible in the case of raw mate- 
rials conveyed to, and manufactured materials convoyed fi'om, an Indian 
manufacturing centre.’ The o,cceptance of this ‘principle premises more ■ 
than individual concessions ; it involves the necessity of considering from 
the widest possible point of view, how far the existing low rates on 
produce for export are really required.’ 

(2) ‘Railways should accept the principle followed in some other parts 
of the world that a consignment travelling over more than one line should 
be charged a single sum based on the total distance.’'* 

The commission found that one of the immediate causes 
of low port rates was the competition between rival systems, 
which led them to look on some questions from an unduly 
individualistic point of view, such as in the case of ‘block’ rates,® 


“ Holland Gommisnion Report, para 271, p. 205, 

® Ibid, 

[bid., para 272, pp. 206-6. 

indagB rates for short lengths iroposed on traiHc moving 
^ *1*® iimctloa m order to travol 

"*■ ‘tapofing’ ratos, eaoh rail- 

nfo total lead ^ ^ of 
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‘scale’ or ‘tapering’ rales or some form of terminal 
charges. Their elfect even when capable of justification was 
undesirable. According to the commission, ‘they have accen- 
tuated inequalities, and have, on the whole, tended to operate 
to the disadvantage of internal traffic and, therefore, of Indian 
industries.’® Among other indirect results of the policy of 
encouraging traffic to and from ports were instanced the con- 
gestion of industries in the port towns and various labour 
difficulties which could only be rectified by a railway rate 
policy which would ‘help to diffuse and decentralise industries, 
and thereby increase the availability, the comfort and the 
efficiency of labour.’’ 

The Acworth Committee found that the Government of 
India, which exercised a close and detailed control over the 
management of Indian railways left to companies a largo 
measure of freedom in the matter of fixing rates and fares. 
As regards the allegations of undue preference, such as lower 
rates for export and import traffic, the committee said that 
the existence of such rates was unquestionable. But such 
exceptional rates exist in every ’country, and are ‘justified on 
the ordinary grounds, not only of the economy of handhng 
goods in large volume, but also of competition between railway 
systems serving the same distributmg oi*- consuming area.’® 
But in one respect Indian railways departed from the accepted 
railway practice in other countries. Export ti'affic through 
a seaport is usually granted rates not available to that sea: 
port for local traffic. In countries following a free trade 
policy, goods imported through a port are charged lower rates 
for carriage inwards than for goods jirodiiced locally at the 
port town. The Acworth Committee pointed out: ‘This 
practice is not, so far as we have been able to ascertain, 
followed in India.’® 


® IJollaml Gom’misn}on Report, para 27!!, p. 20(i. 

Ibid., para 274, p 207. Tho report aI,“o roforred to aupli pomplainth tth ‘tliu 0 hortaf,'e 
of wagons, the moojivowout routing of traffic, uimocowori? break of gaiigo, losses from earo* 
loss handling or from dishoneaty, the quostiou of ri«k notes and tho like.’ 

AoworUt Oommittee Report, para 1150, p. 61). 

“ Ibid., para 151, p. 60. 
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The question of ‘block’ rates inteiidcii to retain the traffic 
originating on the home hue' or i)lo('king it troin passing off 
after a short lead to a I'ivml route was also discussed by the 
committee. Though no instance of existing ‘Idoek’ rates was 
quoted, they cei-tainly ('xistetl in the jiasl. as sliown by the 
Broach block rates — -the memory of whidi, in the words of 
the report, was ‘still green in the licaids of traders all over 
India,’ — the Buckingham Cdnal ease and tlie [)ro[)ORal regard- 
ing the Tirumalaivasal Portd“ 

In 1922, the Indian Idseal Commission, who recommended 
the policy of ‘discriminating’ protection discussed the subject 
of railway rates in connexion with tlic dovelo]3ment of indus- 
tries. Emphasising the importance of industrial development 
of the country, they refeiTed to the question of railway rates 
as ‘one factor which may have a considerable bearing on the 
lines of development,’ and thought it ‘most important that the 
development of industries at suitable smaller centres through- 
out the country should not be ham])ered bj?- any discrimination 
in railway rates.’^^ Discussing the subject at greater length 
in the latter part of the report, the commission observed : 
‘It is not inconceivable that a policy of protection to industries 
might to some extent be nullified by injudicious railway rates, 
dr it might be found that in consequence of sxich rates the 
tariff protection required by an industry, and consequently 
the penalty on the general public, was higher than it other- 
wise would be.’i2 They also referred to the complaints re- 
garding rates mentioned by the Holland and Ac worth Com- 


^ Tho South Tuihan Railway had an agraoment with the British India Steam Navi- 
gation Company by which tho latter ceased to call at oortain ports and left to the railway 
the monopoly ot the tvafflo. The samo motive was behind the proposal to close the Tii'u- 
malaivasal port. For further details about these attempts, the Broach ‘block’ rates 
® Bviokmgham Canal sea Aoworth OonuntUee BepoH, pp. SO-1. 

1 Canal teadmg into Madras was of considerable importanoo at one, 

time and ita traffic was diverted to the railway by the quotation of such exceptional rates 

^ The Aoworth Oommittea also roferrod 

l?,dinn Rmlww existence of an agreement between tho South 

w « to tedime Thf Navigation Company, the effect of which 

■nXav Ihrmonloto '■'all at certain ports and leave to the 

, ■mmLs M railway subsequently submitted 

to thfmihmv P ‘ Tirumalaivasal entirely to foroo traffic 

to the iftitway of wh ch the Govornment was owner. Ibid n 51 

13 ibid'^'p ^72***^^ C'o»w?ms(on. HepoH, 1931-2, p. 80. ’ 
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miitees, and those received by them regarding lower export 
and import rates and higher internal trafiie rates. The per- 
sistence of the complaints, in spite of the Government circular 
of 1916,^^ could not be entirely without foundation. They 
particularly endorsed the recommendation.s of the Holiand 
Commission already referred to ; but within tlio limitations 
specified by them, the Fiscal Commission stated that ‘it is 
not unreasonable that special rates should be granted for a 
term of years to new industries, and even to others if they 
can make out a proper case for special tieatment.’^-i 

The comments of three successive committees on the 
subject of railway rates— two from the jaoint of view of indus- 
trial development, and the other from that of improving the 
relations between railways and their customers — had the 
effect of impressing on railways the importance of an immediate 
reform of the rates structure and policy. Before discussing 
the developments which followed, wo must deal with the 
classification of goods, which forms the steel frame of the 
rating system. 

CLASSTETOATION OP GOODS 

Prior to the post-war I'ovision, goods were grouped into 
five classes. For explosives and dangerous goods there was 
an additional class, ‘X’. The maxima and minima rates 
were charged as follows : 

Maximum Mnimum 
(pics per luauiicl per mile) 


1st Class 

0 33 

O'l 

2nd „ 

0-6 

0- 106 

3rd „ 

0-67 

0-106 

4th „ 

0 83 

0-166 

6 th „ 

1 0 

0 106 

X „ (explosives including 

1-5 

0-166 


dangerous goods) 

( 

*Tii this oircuUu* it was pointed out that the oaiablishttionl of lUiluHtrios camiot jail 
directly or hidireotly to iiicreaso tho businoss of tho railways, and that the admiiubtra- 
tions of railways have it in thoir power to do inuoh for tho eueoiirugcinMit of new nidus*- 
trios by tho quotation of favourabjo rates for tho (*arria^o of tho raw mati'inals and of tho 
Aniaho'd products , and tlio railway oouipanioa woro askod to <‘o-oporato in making a spueuil 
ondoavour to do all that was possiblo for tho oiicouragoinont of mdigtnious industnosr 
Indian JPisml Commission Repot t, p. 73. 

M Ibid., p. 75. 



230 


PllICUniT lUTKSANli l^' DUSTItlAL il U\ iOL( )[’:VU'A\'r 


Tin's classification was in fui'(‘.o foi' o\a'i' a ([lairlnr dt a ccaitury 
U]j to 1910-7, whoii the |)i'e>ssure of war-liiiie deinaiuls com- 
pelled railway adniiuistrallons to ('iiliancii rales witliin their 
prescribed maxitua. The deniaiuls ol slalt' riiauiee also led 
to the passage of tire hreight (Ibulway and Inland yieam 
Vessels) Tax Act, 1917, whieli inrjioruni a sureha)‘g(' of one pie 
per maiiiid on coal, coke and tiroAVood, and of two pics per 
mannd on all other goods carried by the railway a<lministvations 
or inland steam vessels. As the Government of India needed 
increased revenue, the rate of surcharge was further ineroased 
on 1 April 1921 to 2 { annas per I’upee of fi'oight ])ayable on 
all goods excluding grams and pulses, firewood, and fodder, 
but including all coaching ti’affic other than tiassonger.^® 

In view of the increasing costs of working during the war 
and after, all the railway administrations pressed for raising 
rates and for enhancing the maxima. Disapprovitig of the 
principle of surcharge, the Acworth Committee held that 
Indian railway I'ates and faros had always been among the 
lowest, if not the lowest, in the world and that a general in- 
crease was overdue. The committee stated that witnesses 
from all parts of India recognised that rates and fares should 
be increased and expressed theii' jeadiness to pay the increases 
provided a reasonably efiicient seryicc was given in retiirii. 

The Indian Railway Conference Association took up the 
matter and the Railway Board agreed to consider ■ proposals 
involving an increase in the maxima or a new classification, 
a percentage increase or any other method to take the place 
of the surcharge. The introduction of teleSGox')ic scales with 
varying maxima and increased classes, or the retention of 
the existmg classes with increased maxima, did not find favour 
with the framers of the new classification. The proj)osal 
actuaUy put forward was to increase the .classes and raise the 


Tlio railway ‘’onmanies opposecUHs”o?the svroliarge also, 

roqxnrod as a war inoaHnro • Ut) it iraa Huroliarge was no longer 

company to bo sharorbrtim olmmZ > gross pammgs of the 

foro. not ill uocora wtUi moir uoutoaeL ; and (ifiVifX other earmngs, and there- 
adiinttod the prinuipio un.lorlvins fcho I ^ "Soossity for raising rates vi-as 

able, me £ V. VorS"® JmbaS 7 ^0 
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maxirdca. This was considered the best solution and, accox’ding 
to this decision, four additional classes were intei’ixolated into 
the existing classification by subdividing each of the first 
four classes. The fifth class became the ninth, and the special 
class X the tenth. 

The new classification carao into effect on 1 April 1022. 
In the case of the two classes into whicli each of the first four 
was divided, one was made 15 per cent higher than the old 
rate and the other was enhanced by 25 per cent. The fourth 
class and the X class under the earlier system were each raised 
by 25 per cent. The commodities of the older classes were 
allocated to the new classes cither with a 15 per cent, or 25 
per cent, enhancement. The new classification compared with 
the old stood as follows : 

TABLE 62. CLASSIFICATION OF GOODS, 1922 
(Bate in pies per maiind per mile) 

Old clas.sification ' New classification 

Increase Increase 
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existing 

over pre- 


Class ' 

Maximum 
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Class Mniximnm 

class 

vious class 
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rate 

rate 


rate 


0/ 

/o 

/o 

rate 

1st 

0'333 

0 100 

Lst 

0-38 

14 

over 1st 


0-100 



2nd 

0 42 

26 

>> >> 

ii, 

)5 

2nd 

0 500 

0-160 

3i'd 

0 58 

16 

„ 2ad 

38 

0 160 




4tli 

0-62 

24 

»> 

7 

, 

3rd 

0-600 

j} 

5th 

0 77 

16 

„ 3rd 

24 





Gth 

0-83 

26 

J> >> 

8 

>5 

4tli 

0-833 

}} 

7th 

0 90 

15 

,, 4th 

16 

JJ 




8th 

1 04 

,25 

ii 3i 

8 


6tli 

1-000 

i) 

9th 

1-25 

25 

„ 5tli 

20 


X 

1-600 

7? 

10th 

1-87 

25 

j, 

60 



Although the classification with the additionxd groups 
achieved the main purpose of increasing the rates, it was open 
to several objections. Firstly, the splitting up of the classes 
destroyed the symmetry of the old class rates and the i-eiation 
of each new class to -the next one became entirely different. 
The residt was that the scale of class rates rising from 0-38 
pie per mile to 1-87 pies per mile left widely varying gaps 
between each class. The 2nd class rate, which was 0'42 ixie 
or 11 per cent higher than the 1st claf3s rate, was in its turn 
0T6 pie or 38 per cent lower than the 3rd class rate. The 
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4ih class rate was only 0'04 pie or 7 per cent higher than the 
3rd, but the difference between the new 4th and 5th classes 
amounted to 24 per cent. There was thus an alternation 
of a higher and a lower rate of increase between the classes. 
The result was that a change of classification for a commodity, 
say from 3rd to 2nd, implied a decrease of 28 per cent in the 
rate, just as an alteration from 2nd to 3rd, would result in 
a proportionate enhancement of the rate. The relation of the 
rate of a new class to its previous class is shown in the table 
above. Railway administrations would naturally hesitate to 
risk a large percentage of decrease and a change of classification 
would, therefore, tend to be limited to the classes bearing 
the least difference, such as between 1st and 2nd, 3rd and 
4th, 5th and 6th, and so on, and not between 2nd and 3rd, 
4th and 5th, 6th and 7th, etc. The limping rate of progression 
in the rates affected the elasticity of the classification.^® 

Secondly, the position as regards the rates for goods carried 
at railway risk and owner’s risk was left undisturbed. The 
difference between the two rates took little notice of the actuarial 
value of the risk and the practice was to quote a lower classi- 
fication for carriage at owner’s risk. When the number of 
classes was increased to 10, the difference in class was also 
raised to two, so that a commochty classified at railway risk 
in the 6th class became 4th class for owner’s risk. The unequal 
differences between the 10 classes referred to above made the 
disparity between the two rates much greater. Thus a com- 
modity at 4th class railway risk was given 2nd class owner’s 
risk, so that the railway risk rate was raised to some 48 per 
cent above the owner’s risk rate. This had little to do with 
the actual risk involved in carrying the goods : it was to suit 
the scale of rates. 

Thirdly, the reclassification was not sufficiently broad- 
based to cover the oxcoi>tional higher classes which were 

. 1“ Comparo tho iViuorioan clasbificatioR with the Tndiaii olas=iifi(sation of 1022. Tho 

I.O.C. Southorn Territory Olaasillnation presonbod in 1923 is as follows : 

OlnKses 1 2- 3 A fi 6 7 8 9 10 11 12 

%oflstolof,8 100 85 70 55 45 40 35 30 26 22‘6 20 17A 

11 may bp obsorvod that the Ist rlus-s is tho liighost. class rate in tho American olassifica- 
t'ion, 
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authorised on certain railways, such as for piooegoofls, cotton, 
wool, etc., on the G.I.P. Railway on the ground that they 
involved an increase of the maxima to beyond 25 per cent. 
The railways having such exceptional classifications were 
allowed to secure additional revenue by increasing their excep- 
tional classifications. Correspondingly, those bound to a lower 
classification had to maintain it, but were permitted to have 
the 26 per cent higher maximum. Exce])t for the 2nd class, 
the allocation of commodities had to keep within the classi- 
fication which, as compared with the maximum of the ]U-evious 
class, permitted an increase of not more than 2.5 ])cr cent. 

The minima rates were not j-eviowed at all, and were kept 
at the same level as before. The reason for fixing the maximum 
was to prevent the companies abasing their monopolislit! 
position and exploiting the pnblic. In the public iutcrest, there- 
fore, the maxima, as on the British railways, wcj’o also adopted 
here. The raiaon d’etre of fixing the minima, which are peenliar 
to this country, was dilforont. The companies in India, en- 
titled to a guaranteed ra,to of interest on their investment, 
might, to meet competition, be tempted to attract traffic by 
quoting rates below cost, which would result in a loss to 
Goveimment and, therefore, to the taxpayer. The reasoning 
which was acivancod to justify the enhancement of the maxima 
rates, therefore, applied with equal effect to raising the minima 
as well. With the increase iji the gmieral c^osi of working, 
the minima rates, which were supposed to have some', bearing on 
the costs of working, .should also have been increased to protect 
the financial interest of Government. The fiict that an enhance- 
ment of the minima wa.s not coji.sidor<al necessary sliows that 
the lu'cssure was towards penuittijig the railway.s to exceed 
ke earlier maxima, and that the minima rates wore not opera- 
tive at all in the determination of i.he rales for commodities. 

The grouping of commodities into classes is important 
because it .serves two purposes. One is to ascertain the rate 
to bo charged when no siation-to-statibn or schedule rates are 
quoted. The second object is to fix the maxima and minimu. 
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rates per inaund per mile within the limits of which all rates 
of whatever kind must be kept, subject to exceptions specially 
authorised by the Kailway Board, The changes introduced in 
1922 did not affect the other features of the Indian rates system. 
The maximum rate of a class in which a commodity is placed 
is deemed the ordinajy rate per maund per mile for that com- 
modity exclusive of Imminais or .short distance ciiarges and tolls. 

There are, of course, many cases where the rate is less 
than the maximum of the class to which the commodity is 
allocated. This practice has resulted in what are called 
‘adjusted’ class rates. In certain cases a special rate may 
be quoted on a classification lower than that of the commodity. 
The station -to -station rates mentioned earlier are special 
rates between two specific points, stations or junctions on 
the same or different railways. They are comprehensive 
rates inclusive of terminals, short-distance charges, tolls, etc. 
A ‘schedule’ rate is fundamentally different and is quoted on 
a basis lower than the maximum of the class either on a uniform 
or equal milage basis or on a telescopic (cumulative) principle. 
An equal milage schedule rate may be 0-25 pie per maund 
per mile. If it varies on a telescopic principle, it may vary 
according to distance or weight, such as a rate up to a specified 
distance or weight, and a lower rate up to a further specified 
distance or weight, and so on.^’' 

The volume of trafBc carried under those exceptional rates 
gives them a special importance. It has been estimated that 
from 76 to 80 per cent of the goods traffic is carried at rates 
either 1st or 2ud class, or even lower, that is at schedule or station- 
to-statiou rates, leaving only about 20 to 26 per cent of the 
traffic for the remaining classes. Consequently some of the 
classes have not been effective at all. 

DEMAND FOR REEOKM 

Although there were occasional criticisms by individual 
students of railway problems of the prevailing features of the 


I.JLCIA, A'oot/v Tni/Jf, Orntml 
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rates system, ojiportuiiity was afforded tor a detailed exa- 
mination only in 1930, when the President and Member of 
the Railway Rates Advisory Committee were asked to submit 
proposals for the revision of the Indian Railways Act, 1890. 
Commercial bodies and chambers of commerce availed them- 
selves of this opportunity to represent their views on the 
shortcomings of that Act. The changes introduced under 
the Railways Act, 1921, in Great Britain, and the American 
system as modified by the Transportation Act, 1920, had 
influenced commercial opinion to a considerable extent. Thus 
the Indian Chamber of Commerce, Calcutta, proposed that 
a Rates Tribunal be constituted and, as was done in Great 
Britain, be empowered to draw up an entirely new classi- 
fication after sounding public opinion on the subject.^® Any 
changes in that classification were to be made only with the 
approval of the proposed tribunal. The numerou.s exceptions 
which existed under the classification of 1922 were to be absorbed 
into a new classification which was to bo so drawn up as to bo 
uniform for the particular groups into which railways wore to ho 
classified.^® Other chambers also represented thoir vieivs to the 
same effect. But the rapid decline of railway revenues with the 
coramoncoraent of the depression, and the anxiety to balance tho 
budget in the meantime rendered any drastic changes in tho 
rating system inadvisable, and considonition of these cpiestions 
was deferred until conditions became normal again. Tho report 
of the President and Member of the Railway Ratos Advisory 
Committee has not been released to the public so firr. 

During the depression, as we have seen already, the decline 
of prices and its reactions on trade and iiKlu-stry loft raib-i^ay 

18 Undor tho i^rosiont pi'oeodm’O, tho trndiiiji public hnvc uo opiJurtimilU'H to p.irti- 
cipate ill tho dibCUMsions concoi'uuift the i hiisiticatimi of giiod-i. 'I’ho clussificatiou i.s 
lione by tho tiidian liadway Couforoiicp Association, which, as tho Indian I'hnuihin' chnuic- 
loi'isoii, ‘lb nn iinoflicial body of railway ropivsoiitativos, who iiuliii'tiuiatclv work lichhid 
ckiHod dooi'n aiul whoso procoodings arc not available to tho piiliho ' Mritinmndiim to 
U.U.,A.a, 11)30. 

Ibid. Tho proposed cUissiflcatiou of tho Indian I'liarah'or of ( 'onmiorco is inlciostnig. 
Tho main Hnctiona of tho clahsiricatiou ivoro to be • (1) goods by goods tiain ; (2)*livL'- 
stock by goods train, (3) porishablo goods by pa«.songor tram or olhor similar .sorvico ; 
and (4) goods othor thou poriMhablas by passoiigor traijj or other sinular Horvico. The 
ciassiileation of goods by goods train is to 1» further divided into t ngrii iillural procluets j 
eoal, coko and pdtont fuel ; gonoral goods ! tiinbor ; returned oinptios ; dangerous goods , 
and goods of very great value. 
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rates relatively liiglier, and, in addition to a demand foi' 
a general reduction of rate>s, gave rise to other conijhaints 
regarding the rating system. Tliese complaints, the existence 
of which was admitted by railway officials themselves, may 
be summarized as follows : 

(1) I’ho <!xial)C‘Ufic of iiumwoiiH possible altcniaiivey to the existing 
class rates, to tiro maxima rates per mamid per iiule laid down by the Oovom- 
meiib of India. 

(2) Tlio .standard eliarae.tcr of the class I'ates was impaired by tlic em- 
ployment of the ‘adjusted' class mtes, lower than the maxima between 
a pair of stations, the use of cxcejitioiial classifioations for ccM'tain com- 
modities, and the departure, in the ba.sic charges even when the general 
cla8.sificatioii was adhered to, from the pre,sont maxima. 

(3) Tile numerous restrictions on the quotations of indiviflual rates 
.such aa the minima ivcights and distances, .special packing condition.s, etc. 

(4) The railway routing agreements requiring particular traffic to bo 
chargod for, and coa.sigiiod by. particular route.s 

(5) 'file general adoption of the equal milage as opposed to the tele- 
scopic principle of ratc.s 

(0) The wide differences between schedule rates on individual railway 
administration.s for the transportation of the same commodities. 

(7) The impossibility of ‘firm’ quotation of rates to the public on 
account of the absence of station rate registers 

(8) The complicated character of the rating system which required 
numerous documents to be consulted before rates for the carriage of indi- 
vidual consignments could bo ascertained, and ivliich made the station staffs 
charge — 'to avoid being penalized for charging by iniatako lower than the 
proper rates— ‘safe’ rates or higher rate.s This practice caused unnece.ssary 
irritation and trouble for refunds — difficulties which wore intensified 
when there was through booking of traffic over more than one railway.^® 

A conference of railway, commercial and other represen- 
tatives was held on 29 July 1035, at Delhi to meet public 
criticism of tbe rating system. The Associated Chambers 
of Commerce stating the pressing needs of the busmess com- 
munity, asked for simjtler methods of obtaining information 
about rates, simplification and revision of the tariff, investi- 
gation of the liability of railways under the existing risk notes, 
and a review of these rislv notes. 

A, \V. Ecekett, liuli<tu Hattwat/ iiali'i/ iStfuetuie--, The Gasc/or iAniplijication, UiSR. 
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Mr. (later 8ir) B. G. Burt of tho Agricultural Research 
Council repi’csenting the jioiiii of view of the agiicultural 
industry considered that there might he a good deal of scope 
for revision. He ])i’oposed that ‘there .should bo a re-oxa- 
nnnation of the incidence of railway I’afos on the different 
classes of commodities with roforenee to tiu'ir value.’ By 
the value of agricultural pi'oduco, ho meant value at the ]X)ini. 
of production, e.y., the hat vest time pi’ice such as every Pro- 
vincial Government publishes annually.^i 

The commercial representatives at the coiiforouce -were loss 
interested in the theory of goods classification than in obtaining 
‘firm’ rates and prompt quotations. The result ol these dis- 
cussions and of the efforts already put forth by the Indian Rail- 
way Conference Association wa.s the classification introduced 
on 1 May 1936. The tolal numhor of classes was increased 
from 10 to IG, by interpolating six additional classes into the 
existing number, as shown in T'ablc 63. 

TABLE 63. GENERAL CLAS.SIFICA'J'iON OP GOODS, 1930 
(Rate in pies per inaund per uulc) 
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0.58 

7 
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8 

1-04 
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0-02 
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20 

9> 

4 A 

0-67 
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10 

1-87 
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The revised classification certainly helped to remove some 
of the more serious anomalies. It permitted a wader range 
for the regrouping of commodities and under tho practice 
followed provided a diwiee whereby the difference hotweon 

Amplifying tliiH Siv Bryco i-l-atpd : ‘What inoai’.s moat to (ho iij2:ricuUm*ii.t im tho 
pi'U'o whifh i'u‘ gota foi' Wm priKluoo and (horohin* it it^ tlio rnilnas I’loiglit on Ins produco 
whioh in ot tho’ gi'antoiiit iinporiawo to him Kfooiid iii iinjioTtaiu o ooinos llio railway 
froight on tho npcosaitu-'ti for production, auch as iiiimmo.s anil iiiiplpiuont-; Una is doU- 
nitoiy aoccmd in importauco ui Iiidiii. Awl (Inrd foiutti tlio raihvay fniglit ou thoso 
prod'nots in which ho is only inlorostod as a conaumer. Now if wo look at railway 
frpights from that point of viinr . . . tlwco iniiy iio a gooiPdoal of soopo for roviaion,’ 
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tlie owner’s risk and railway risk rates could bo reduced. But 
while the classification afforded scope for improvcnieat in 
these directions, other defects inherent in the system itself 
were left largely untonched. The complaints of the business 
community regarding the present rating system were directed 
against the operation of (1) the risk rates ; (2) the maxima 
and minima rates ; (3) schedule rates ; (4) discontinuous 

milage ; and (5) terminal charges. Little has been done since 
1937 to remove them, and after the present war, they are 
likely to deinan'd immediate attention. We may, therefore, 
proceed to discuss them in some detail in the same order. 

ELSK KATES 

The revision of the risk note forms introduced on 1 October 
1924, iniposod on railways a measure of responsibility greater 
than the earlier forms. difference between the owner’s 
risk and the railway risk was narrowed down by the inter- 
polation of the additional classes between those which had 
broad gaps between them. But the principal objection was 
that the difference between the two rates was hot a true eva- 
luation of the risk undertaken by railways in the transportation 
of freight. In the United States, railway undertakings are 
prohibited by law to contract themselves out of any liability 
from damage or loss. The Interstate Commerce Act specifically 
states : 

'That any common' carrier, railroad or transportation company ...shall bo 
liable to the la\rful holdej’’ of a receipt or bill of lading for the full actual loss, 
damage or mjury to such property caused by it, and 'no *' contract, receipt,, 
rule, regulation or other limitatioir of any cliaracter whatsoever shall exempt 
such common carrier, railroad or transportation company from the lia- 
bility hereby imposed.'®'* 

The old RiUr Nots Form U, the principal form, exomptod tho railways from toh- 
ponsilnlity for any loss, do.sfcru(;tion, dotorioralion, or damage '-oxreiit in regard to tho 
loss (jf a coil) plot© coiisiguniont or of ouo or inoro packages thoroof due ed.her to Iheft 
or wllfnl Tii'gloel. of tho adininiHtration or its fiorvonts. The now form, while confining 
tho adiniuiMtration’B reftponsniility to oiikos of nnn.cleliverjf of a completo co'nsigmnnut 
or any part thereof, or of pilferngo from a consignment, Htipnlates that in those i>ases 
tho hclinmistratlon shall dwoloso to tho consignor how tho consignment was doalt with 
tlinuighout the timo it was in its po!)st>.s.sKm, and tho biirdoii of proof of raiscondnct is 
laid on tho coiiHiguoi . 

Section 20 {11). 
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The provisions of the sootion have [leoii oxlonded to motor 
transport also under the Motor Carrier Act, 1930. The element 
of risk has not affected the rates structure in the United States. 

The practice in Groat Britain, which has had considerable 
inlkience on the Indian system, permitted risk rates, which 
before the ‘apjiointcd day’ I'eprescnted a difference amounting 
to I'O to 20 per cent. The ilailways Act, J921 changed this 
practice completely. According to the now act, the margin 
of difference was limited to the diffei'cnce in the rislc involved. 
It was pregeribcfl that the extent of this margin slionhl be 
‘such as in 'the opinion of the (Railway) rates tribunal is 
fairly equivalent to the amount by which the risk of the com- 
pany in the case of the merchandise in question differs under 
the two sets of conditions.’^'* Since the aiTi\al of the 

‘appointed day’, practice has been brought into lino with 
theoi'y, and the difference from the standard charges when 
merchandise is cai'ried under owner’s risk .has been reduced 
to smaller projiortions. The .reductions under this practice^^ 
for the owner’s risk rates a-re as follows ; 

'rraffii' marked ft 21% Traffic marked c % 

„ „ 3! % „ .. / % 

» „ c 5 % „ „ g 10 % 

n d 01 % „ „ h. m % 

It has already been stated that in sjhtc of the improve- 

ments effected, the recent changes in the Indian classification 
still left a substantial margin " between the two risk rates. 

Taking the difference of two classifications as representing 
the margin between the owner’s risk rates and railway risk 
rates, the rates might vary between 7 and 16 ])er cent, and 
in the higher classes even up to 35 per wmt under the elassi- 
ficatiou of 1936. In the case of the schedule rates, generally 

Raihvay.s .Vet, Sou. 4(5('i). In tlio Opiiara! C'laK.-.ifii-fttiuu ‘Uio owaers’ nslc I’litos 
wore known kh r, y and ", cnrryiug rodui'tioiis of 10, U> and 2(1 pur real rospLvtivoly . . , 
In 1 ‘oaliby tlieho rodnetionti ofton borO httlo rosombluiiuo la tho aolual Ujssos oxporionooil, 
and Uio ownors’ n<(k rotos . . . (•ami' to ba lookod ujjon ah n gooil moduan for' bargaiuing 
botweou llion’ader and the railway. Tints, if a trador an tlio one hand inaintaiuod that 
a oorlain conimodity t>hould roally bo elassiiii’d as Ohws I, wliile thp raihuiy maintaiuod 
on tho othor hand, tlurt it shoald bo plassitiod as Class 2, aftor ponsulorablo avsniinont and 
bavp:airans H ofton rnsiillod in tbo railway siigj’u.stiaiil a 'J. ;/ rato, whifb wns Ui par oont 
below tho Class 2 rato and ynt was soinowhnfr above Uio OiabR I rato.’ ('. K. Ji. Slipri'ington' 
AVonnmfc.s of Rail Tranuport ut Orvat Urituin, Vol IJ, p, IQC. 

“ Thiii., p. 107, 
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quoted at owner’, s ri,sk, tiie (;oi-res|)oi)ding jvailway risk rate 
would bo the nlass rate, wbioli niighi bo tnuoh bighor.*'^'^ The 
position as regards tlie .statioii-to-station i'ates also remained 
the same. In addition to this large ditFeronce many other 
factors limited coirsiderably tlie trader’s option of choosing 
between the owner’s risk and railway I'lsk rates. 

The present po,sition in I'cgarcl to the risk rate.s may be 
summed ii}) thus. Indian railways may not quote alternative 
owner’s 7'isk rates at all. There is nothing in the Indian 'Rail- 
ways Act to compel the railways to quote reduced rates on 
owner’s risk conditions. Section 72(2) of the Act leaves it 
open to the railways to limit their responsibility as bailee 
for the loss, destruction or deterioration of goods delivered 
to them for carriage by an agreement with the sender on owner’s 
risk rate conditions. If a railway administj-ation does not 
wish to limit its liability by the quotation of reduced rates 
at owner’s risk, there is nothing bo compel it to do so ; nor 
is there anything in the Act laying down a principle for the 
fixation of tho owner’s risk rates. In Bengal Nagpitr Cotton 
Mills Ltd. V. The iV. IF., G.l.P. and B.N. Railways, the Rail- 
way Rates Advisory Committee observed : 

'In tho proseut state of affairs on Indian railways, the fixation of rates 
in regard to risks is, wi', feel, somewhat arbitrary and uiiKatisfactory, and 
wliethor rodnoed owner’.s risk rates should be quoted m all cases where 
rates are quoted for damageable nierehaiidiBf' at railway risk, and vice versa, 
and how tho difference between railway risk rates and owner’s risk rates 
should bo fixed, arc, in our opinion, questions requiring investigation, with 
a view to allay the discontent which, wo think, exists on file subject among 
the public today, and wo invite tho Government’s attention to tlie matter. 

The Weiigwooil CloininiUco disenssitig the nsk rates stated ; ‘Elour, for iastanoe, 
ia normally carried at a schoilnlo rate, owner’s risk On tho G I F. Railway tho charge 
fur 600 milo.s would bo approxiniatclv Ro. -/If/- jicr inanad. Jf the .sender wishos to 
forward the flour at railway risk ho must pay tho class rate, whicli for tho aamo distanco 
ia Rb. 1/0/- per luaund, or 57 per cent abuvo tlm mvnor’s risk lovel , . . O’lie owner’s risk 
rates, are used as a juaUnr of ctairsc, but when, a trailer fmdB that m individual cases 
they weigh hardly upon him, he onqiiirOK upon what terms tho railway will ta'ko the risk, 
and is referred to tho railway risk rate already existing. This, for the reasons already 
oxplauiod, may he considerably higher than the owner’s risk rate— to suoli tin extent 
indcod, att lo bo proliibttive--inid the trader thovoforo finds himself compelled to ooiitmne 
forwarding his traflia at owner’s lisk.’ Wedgwoorl OommUtea Raport^ p. 82. 

'■*’ K.lt.A.O., Case XX/IV. Report, I!).'!,'), para 67, p. 38. In soiao eases tho railways 
took tho benefit of tho doubt iuTlioir own favour and against tho trader. Tho oonnnibtee 
pointed out m this caso that ’although on caoli of the two nlternrtivo routes thoro are 
portions over wliicU no rodmicd owner’s risk rates are quoted, the^risk note form B, . , 
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The differenro hi iho legal position of railways in India, 
where they are not, as in England, insurers of goods entrusted 
to them, has rendered them liable only for ncgligeiico or mis- 
conduct of their servants. This has made the theory of risk 
rates in India rather anomalous in jiraetice. The complaints 
of the trader have been particularly persistent as he considers 
the present liability of railways for negligence only and for 
furnishing information as to how the goods have been dealt 
with practically valueless. The Wedgwood Committee en- 
dorsing the principle that the dilferenoe between the two rales 
‘must fairly reflect the amount of risk involved,’ exjn'ossod 
their opinion ‘that the Indian trader has some claim for con- 
sideration in this matter and that the railways could meet 
his wishes without serious sacrifice of revenue.’^® The com- 
mittee suggested the study of tlie British practice ‘with a view 
to the voluntary adoption of a similar solution suitiMl to the 
special conditions of India.’ 

With the development of alternative forms of transport, 
the railways can iU afford to leave tlieir customers in a stale 
of dissatisfaction. The need to clarify the unsatisfactory 
character of the risk rates is clear. One of the urgent measures 
of j’eforni is to ascertain the insurance value of the rislc in- 
volved in the carriage of the different damageable commodities 
under the present system of esarrying freight and bring the 
law and practice into line with that of the improved procedure 
on British railways. Since owner’s risk rates are really the 
effective rates and railway risk rates only paper rates, there 
appears to be comparatively little financial rislt involveil in 
adopting a more accurate system. 


is made out as covering tlio ontiro journoy, . . even over such portions of tho routoa wlioro 
no I’cducpd owner’s ri.sk rate is quoted, and thin ro.sults in tlioso railways ndiich qnofco 
no roilnOBd owner’s risk rates olitninuig Uio protection of tho ride note.’ 

The Wedgwood Coinmittoe found that ‘tho Indian trarlni has an advantage ovor 
tho British trader (in regal'd to class rates) bocaiiMi of tho higher porooutngo lolmto allowiid 
to him when ho boar.s the risk himswU. On tho other hand, in regard to Blation-to-station 
rates, tho British trader has on advantage ovor tho Indian tradur in that, whero a rate 
carrying ono sot of conditions is in operation, ho may doiiiund a corrcsponduig i ate bearing 
tho othor sat of conditions.’ But tlio facts cited in thofloxt suggest tluU, t.lio difforencn 
botwoon the railway risk and owiior’s risk i-atos acts more as a dotorrout against trnilio 
passing under railway risk. It tends riitiior to foroo tlmri to oncourngo traillc to move 
undor owner’s risk. S^port, para 13!), p. R.I. 

;3l— ■IfillB 
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Informed opinion on the subject of risk rates appears to 
discount the importance attached to risk in classification and 
rates problems. The report of the Federal Coordinator of 
Ti’ansportation, United States, referring to this subject states : 

‘The element of lisk of loss or damage to the freight looms largo in many 
classification controversies, but ajiparontly is actually of small importance. 
It IS a factor capable of fairly exact appraisal .... There is little need to 
confuse this factor as an clement of classification It ought to bo treated 
for what it is — ^insurance against risk.s ordinarily incident to transportation. 
This can be accomplished in one, or perhap.s a combination, of two methods. 
It can be ignored and treated as a common overhead of all transportation 
or it can be separated from the transportation rates and priced separately 
as an insurance premium is priced. 

MAXIMA AND MINIMA 

i 

The maxima and minima feature of the rates system has 
also been left untouched. The objections mentioned earlier 
in connexion with the partial revision of 1922 have not, with 
the passage of years, become of less moment. It was all very 
well for Government to imj)ose a regulation of that type when 
state-managed railways were the exception and company 
management the general rule. When the State had taken 
over the East Indian, Great Indian Peninsula and Burma 
Railways, for direct management, the raison d'etre for such 
a financial safeguard disappeared, at least on the state -managed 
railways. The Railway Board could not have maintained 
two fundamentally different rate systems, one on the state- 
managed railways and the other on the company-managed 
railways ; or it might have rightly hesitated to embark on 
too rapid a change from current practice. These considera- 
tions may have justified the policy of not altering the rating 
system prior to 1924. But the period since the separation 
of finance was essentially one of different ideas. The Govern- 
ment of India (Railway Department) showed a better appre- 
ciation of their own powers as the controlling authority under 
the contracts with the companies, and the company-managed 

a> frv'hfht Trufftii Rf-port, Vol. I, p«ra 43, pp. 33-3, 
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lines had to keep pace with the state-managed railways in 
many directions. They had, for instance, to conform to the 
princijiles of reasonableness of rates adiniibratod by the Rail- 
way Rates Advisory Gomniittec, constituted in 1926. The 
hesitation to remove this anachronism — the maxima and 
minima — is, thoroforo, surprising. The comjiauy-raanagcd rail- 
ways endeavoured to sipiport most of tlio policies initiated 
at the instance of the Railway Board, such as in tho matter 
of recruitment, iiurchaao of stores, etc., on all of wliicli they 
would have been well within their contractual rights to have 
disagreed and differed. 

The main criticism against the maxima and minima system 
is that it leaves too wide a margin for individual railway ad- 
ministrations to fix their rates. How wide this margin is 
between the maximum and the minimum of each of the [)vescnt 
16 .classes may be seen from the percentage increases up 
to which the railway administrations are at liberty to fix their 
rates for commodities above the minima. ,En the following 
table is given the percentage relation of the maxima rates 
of the different classes to their coiTesj;)onding minima. 


TABLE 64, 

PERCENTAGE BELAITON OP MAXIMA 'PO MINIMA 
CLASS RAI'ES 

Class 

Minima'’*' Maxima'*'' [ncreaso 

(pic,s per mauiul per mile) 

IVieentago leliition 
to mnnma 

1 

0 100 

0 38 

0'2S 

380 

2 

} j 

0 42 

0-32 

420 

2 A 

>> 

0'46 

0 30 

460 

2B 

JJ 

0-60 

0-40 

500 

20 

JJ 

0'54 

0 44 

540 

3 

0 106 

0-58 

0-414 

349 

4 

1 ) 

0 62 

0-464 

373 

4 A 


0-67 

0 504 

401 

4B 

9i 

0-72 

0 554 

434 

6 

JJ 

0'77 

0-604 

464 

6 

jj 

0'83 

0-664 

500 

6 A 

j# 

0'8« 

0 724 

536 

7 

5> 

0'96 

0-794 

578 

8 

JJ 

1-04 

0-874 

626 

9 

J> 

l'2fl 

1-084 

753 

10 

JJ 

P87 

P704* 

1126 


■* J. R. C. A. (loodn ThiiJJ. 
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It will be noticed that the discretion in the hands of the 
railway administrations is considerable. The 1st class rate 
shows that the maximum is about four times the minimum. The 
margin extends to 5| times the minima for the next four classes. 
The other classe.s jirovide an even wider range of variations. 
Thus for the 8th class, the difference amounts to that between 
O' 166 to 1‘04 pies. Obviously, 'the railways can fix in this 
class an infinite number of rates, the difference amounting 
to as much as six times the minima. That the fixing of the 
maxima is of doubtful utility to safeguard the public interest 
was perceived long ago, when there was greater reason in the 
fixing of a minimum in India with the guaranteed railway 
companies exposed to the temptation of undfily forcing down 
rates. The theory of prescribing upper and lower limits and 
allowing unfettered discretion to individual administrations 
to fix whatever rates on particular commodities they deemed 
best has broken down in practice. Professor Hadley observed 
that ^every careful student of the question, from Morrison, in 
1836, down to the committees of 1872 and 1882 (in England), 
has come to the conclusion that fixed maxima are of next to 
no use in preventing extortion,’ a statement which the late 
Sir William Aoworth himself endorsed in his discussion of 
the problem.^*’ There seems, therefore, to be no doubt that 
the maxima and minima serve little purpose at the present time. 

In view of these considerations, the proposal to have 
‘standard charges’ as in Great J3ritain has received con- 
siderable sujiport in this country. It is desirable to , adopt 
some norm for railways to fix rates. One practical method 
may bo to frame the standard rates on the basis of the present 
effective rates. It is probable that the public may expect 
too much from a change of system and may need to be re- 
minded that in Great Britain the standard charges are in a 
majority of cases only paper rates ; the practice has been" 
to quote exceptional rates lower than the standard rates. 
The change in torimno.logy will be helpful in putting the whole 

Kkuienin oj Hallivaif Mcomiuks, 1921, pp. 14(1, Kil. 
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system ou a basis which takes facta as tiiey are auci not as 
they might have been. 


SCHEDULE RATES 

The class rates— the maximum rates against each of the 
sixteen classes — according to official estimates account for 
only about 20 per cent of the goods traffic receipts. The 
remaining 80 per cent is from traffic charged at rates below 
the authorized maxima, namely, the schedule rates and 
station-to-station rates. The sciiedulc rates have given rise 
to complaints on the score of corapioxity and suriirising varia- 
tions in their application. The VVedgwooil (lomraittee cpioted 
the case of cement, which was carried by twelve Cla.ss T r’aii- 
ways on seven different schedules, so that the oiiai'ge for 300 
miles varied from 51 pies per maiind to 1 1-1 pies per maiind, 
vSimilarly, salt was carried on ten different sehcdides and the 
same was true of grains and pulses.®^ 

The schedules wore prepared when the relations between 
the different railway administrations wore less intimate and 
when each railway built up its schedules according to its own 
individual requirements and eireumstancos. Some differences 
are always bound to exist from the very conditions of railway 
working. Occasions also do arise frequently enough justifying 
different schedule.s, not only botwoeii different railways but 
on the same railway itself for the same commodity. Ratos 
have to reflect differences in the cost of operation. As the 
Wedgwood Committee put it : ‘Cosbs may be widely dissimilar 
on different sections owing to gradients or gauge ; while scaj'oity 
of traffic may warrant a higher scliedulo of rates, just as density 
of traffic may make a lower schodiile romuneraiivo. The 
demand for a uniform schedule for each eoiniuodity is un- 
reasonable, and partieiilaiiy so in a vast eoimtry like India where 
the conditions vary .so remarkably between one district and 
another.’®^ Rut tliaf. there is some liasis for the ciiarge of 

Wed(jwooil,(!ominUtec Ki’pOil, pdra 127, p. 7i). * 

Ibid., p. 80, 0/. ‘Ooiiiplelo unifot'inity m clabs ami I'oimnoday r.itori, u-i tlio [Itifcir- 
atafco Commei'caj Ooinmih,sioii rnuogniKos, Ih iinpu^hibli' if not Hnd<',sii'abU>, Opoiutiug 
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complexity is confirmed by the Wedgwood Committee who eon- 
oliTdcd thai. ‘the diversity of schedules mi the Indian railways 
cannot altogether be justified by considerations of this charac- 
ter.’ They urged a policy of simplification to be pursued 
energetically ‘with the hltimato object of reducing the number 
of schedules applicable to each commodity concerned to the 
minimum which can bo justified on definite commei'ciaJ 
grounds. 

DISCONTINUOUS MILAGE 

The Indian rates system, as stated at the beginning of 
this chapter, was also criticised on the ground that it did not 
adopt the ' telescopic principle on continuous milage. The 
conclusions of the Industrial and Fiscal Commissions were 
to the effect that the rating practice ought to allow for the 
fact that railways operated on the principle of diminishing 
costs with every increase in the IcngLhs of haul. 

We may now refer to a feature in the Indian railway rates 
practice which has exerted a powerful influence on the general 
rates structure. Indian railways, as the Hates Advisory 
Committee jioiiited on® of their reports, ‘desire to 

he treated as separate units in rate-making, urge differences 
in their cost uf working, in their revenue position in the staple 
commodities on which they live and oppose through rates on 
a telescopic or other basis, treating the whole distance of the 
run as one ; and while doing so, they adopt at the same time 
the position of the unity of structure of the system as a 


and flnanoial conditions aro not uniform in tho dilferent rogions of the country. Eor 
oxamplo, thn factor of coinparativoly light traffic density lias been hold to justify highor 
rates for the upper half of tho lower ponuisula of Michigan and the upper portion of New 
England . Coxruuodity rates by their very nature cannot be uniform throughout 
the country. They oro explained by oxcoptional conditions, such as tlie volume and 
character of traffic, or the coinpotitivo conditionfi which may exist lor a particular r,til- 
road in a given territory.’ H. G. Moulton and Others, Anwricm Transjmtulion Ptohlem, 
pp. 142-3. 

Wedgwood Uoiiimittec UepoH, p. «0. The report adds ; ‘As long as the prosent situation 
hisfca it will ho a woaknoss in tlio railway pobition, and wil) tell against the railways in fchoir 
oncloavonr to win tho Hupport of tho trading puhhc. It is, in our view incumbont on the 
railways to work atcadily in tlio direction of simpliflcatinn and to lose no opportunity 
of ustablislihig tlioinaolvcs iii a more logical and defensible) position. The problem no 
doubt calls for tlio best expononao of the rates exports of tho dilforoiit administrations 
if a .satisfactory Bohitioft in to bo found, but wo would urge that tho movomonfc ns a wliola 
should recolvo its hnxiulbe from a higher quartor, and that tho Railway Board should givo 
it their sporial atfontion and onoouragoniont.’ Para 1 27, p. SO. 
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whole mainly from the rcvonue-eaming point of view and 
that it would be dangerous to treat them as disiinct iinits.’^^ 
The existence side by side with the stato-maiiaged railways of 
company-managed railways with thoir contractual rights led to a 
situation where each railway system endeavoured to preserve its 
individuality to such an extent that the operation of the tele- 
scopic scale for passenger and goods traffic alike tended to ho 
confined to its own limits, llie Indian Hallways Act, 1890, 
is silent on this point. There is nothing in it to prevent rail- 
ways from treating themselves as separate and iudejiendout 
units for rate making or to comjiel them to regulate their 
individual rates on the bases of rates charged on other systems 
or to have regard to the total lead of the traffic or to the loarl 
of the other systems in fixing tlicir portions of the rates for 
through traffic. There is equally little in the Act to require 
the railways to adopt telescopic rates. The desire to make 
their revenue pay their way and the policy of the Government 
for a long time — in fact almost from the beginning — to inter- 
fere as little as jiossible with railway administrations, led to the 
development of individual systems which yielded to uniformity 
of iiracticc only in exceptional instances, as in the carriage of 
coal, or when there was a pressure of competition in a common 
territory or alternative competitive routes. Tins individual- 
istic attitude not infrequently led to the levy of maximum 
charges on short leads to another railway and lower rates 
to encourage longer hauls over the home line. 

The complaint of discontinuous milage was raised only 
against some schedule rates. Other schedule rates and class 
rates, it may be explained, are not telescopic, and the station - 
to-station rates are lump sum c[notatioiis. But as an apprc'- 
ciahlo portion of the goods traffic jiasses on schedule rates, 
the range of traffic affected is considerahle.^’* The Wedgwood 
Committee found it ‘difficult to resist the contention that, 
apart from break of gauge and transhipment, the natural and' 

m 

R.R.A.O., CasO 'XV, Kesomm Colton iJilln <0 JPoni' Others v. Vhe N,W. ctnd 
EJ.ffi/s., 1029 , Ilcpori, p. 11 . 

Wedgwood Oommilleo Report, para 128, p, 80. 
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logical Hiothod of calculating the rate is upon the throughout 
distance, not upon a series of “discOTitinuous” distances.’ 
‘Here too,’ tliey said, ‘there is some ground for criticism of 
the rate system, and the criticism cannot be ignored. It 
applies most strongly in the case of exchange of traffic from 
one state-managed system to another, and will increase -in 
force if more systems are transferred from private to state- 
management.’^® 

The difficulties which present themselves' against a pro- 
gram of immediate adoption of the telescopic basis are 
not to bo minimised. The switching over to the telesoopic 
rates may j)rove to many sections, at any rate for the imme- 
diate future, a measure of doubtful gain. The telescopic 
principle implies that {a) the railways should be treated as 
one unitary organization for the purpose of the fixation of 
rates for through traffic ; {b) rates should bo fixed on a tele- 
scopic basis ; and (c) in the case of through traffic, telescopic 
scales should be applied on the continuous milage of the through 
load and not separately on the milage of each railway con- 
cerned in the lead. 

The adoption of such a policy has disadvantages as well 
as advantages. It would tend to intensify market competition 
by facilitating access to distant markets and giving the public 
the widest possible choice and the benefit of lower prices which 
such competition would bring. But, as the Riates Committee 
pointed out, it wmuld also ‘bring about considerable disturbances 
in the trade conditions which have come into existence on the 
basis of the present rating structures, and thus cause material 
loss to some industries, which are near the markets.’ The 
effect on railway revenue may prove unfavourable. The loss 
of revenue on long distance traffic from a change to the tele- 
scopic scales may necessitate enhancement of rates on short 
distance traffic which would react adversely on industries 
located near consuming centres.®'^ 

Wedfiwaod Oommiif^e Export, ibid., para J28, p. 81. 

U,K,*\.C., CiisoXiay. Eonyal Nmjpur Omion MUIs L td.v, The 0.1. P., U7id 

ItN. Eailmai/s disennwa tliia nspunt oftho proWwod in deUiil, Son Eepmt jmra U, pp, S-9. 
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The economic ofi'ects of a change to telc,sco])ic scales will 
be largely governed by the eharacler of the milage gi’adations 
in the classification and the rajfidity with which the initial 
rate tapers off with the increase in the distance. The pi'obable 
reduction in the income will have to be countered by an increase 
in the level of rates. Tt is interesting to observe that at least 
some bnsincssmon are aware of this and arc ]»roparod to shoulder 
the additional burden. On the other hand the jiossibilily 
of new and sudden market competition, presence of new rivals 
whom the present rating s_ystem had Iccpt away and the loss 
of markets to present interests might well ereati', an economic 
situation too serious to be hazarded. The.se con.sidovations 
indicate that the transition from the present sj^stom with aJl 
its shortcomings may necossariiy have to be slowei' and more 
deliberate. 

Secondly, there are other jiraclical dilficnlties which also 
stand in the way of the introduction of telescopic scales. Tlie 
question is not one ‘merely of calculating the rate continuously 
for the throughout distance instead of di.seontinuously for the 
two or more sections on ditferent systems ; the schedules 
applied on the different sy.stems arc in many oa.ses themselves 
different.’-'*^ In some degree, therefore, as the Wcdgwoorl 
Clommitteo pointed out, wo are thrown back on the more 
general problem of simplification. But even simplification 
of the schedules is not likely to carry one tar in meeting public 
criticism against discontinuous milage. In place of many 
diverse sclicdnics on the different railways, it may be po.s.sihle 
to evolve without undue disturbance a schedule which fairly 

TIio Inilian Chamher of Ooimnorro, OtUi'uUa, uppoaicil to ho wiHiiijr 
to woot Thoy .stiitod m tJiinr meiuoraiiduin to tlio I’rosicli'iit ot tho KniJu’uy K.itos 

Advisoi’y Cotninddoo : ‘'I’lio probublo loss' iii imoruo a ro.siilt of Uio adoption ol llic 
prmoiplo ol onntimiouh iiiiliigo and of tlio iiiiingo gradal 1011.4 I'liii hi' cjtmiiitcd .'ud ih. 
poroontfigo of tlio total iiifomo ol tlio ruilwaya taken iia lui iikIichIiou of the ixtent to 
wliK'h it would IjQ noceMitiry to lucioaso the uxiMling lovol of intea and fiiro.H iu ovdci to 
eiiHuro tlio proiiont ratu of ro'tnrri fiom railway invontmont^i. ,. The meroasi' on Uiifilish Kail 
wayi. was one per coni and u half ; it will lio rnoro on Indian railways, but' 111 v ii'W of tin; 
economies of grouping, tho .Hiraphlii'iiiioii ol tarills, and of tanll accnuiitiiig oto., 11 could lie 
safely ostiinated not to excecal in any case n por rout spoi i.ally hs tlio porcoritagc of through 
to local' traffic m [iidin is nnioli loss than in England. 'I’lio tra'lurs 111 India could wojl. 
omidato thoir eonfrores in England and acoopt an in< reaso iii the slioit distonci' freight,', in 
order to ominv very irmcli roduecd fiviglit.s on long fliHtunce traflic.' ahmoi'ninlion pp. 
39 - 30 . 

Wedgwood Cowmittee lieporl, para 138, p. 81. 
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balances gains and losses. But this will not be possible in 
the case of the telescopic principle, which implies rate reduc- 
tions. As there is no ground to expect a eonntorvailing busi- 
ness, the Wedgwood Committee concluded ‘the losses might 
indeed be so heavy as to cripple railway finances, and we can 
see nothing in the circuiu stances to justify such a risk being 
taken. As the hardship involved in the present ]iosition 
was deemed to be ‘not of so urgent a character,’ the committee 
recommended the cpiotation of station -to -station rates ‘nearer to 
the figure of the through rate as calculated on the “continuous” 
principle' in such cases where the circumstances demanded. 

The Wedgwood Committee were justified in adopting a 
cautious attitude from the point of view of railway finance 
at the time of their enquiry. When railways had not emerged 
from the ora of deficits, it was no time to propose far-reaching 
changes, the financial effects of which were extremely un- 
certain. But the solution proposed olfers no assurance of 
prompt and adequate relief to the trader who has to resort 
to the tardy and tedious process of negotiations with individual 
railways, reinforced if necessary by a threat of appeal to the 
Railway Rates Advisory Committee. That the difficulties 
created by tlie discontinuous milage are real and serious will 
be clear from the effects of the present rating systems on certain 
industries discussed in the .following pages. - 

Thus the efforts which culminated in the new classification 
of 1930 left out of account altogether the problem of tele- 
scopic scales on continuous milage. The increasing emphasis 
on internal production and trade as against export and import 
trade in India is likely to favour, if not actually precipitate, 
the gradual adoption of telescopic scales on the cumulative 
milage basis. 

TERMINAL tTIARORS 

The rates levied for the carriage of commodities some- 
times include a terminal charge to compensate the railway 

Wedftioood C'ammHtcc Uejmrl. para 123, p. 81. 
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administration for services rendered at tiie terniinals. Al- 
though the law in India has generally followed English law 
0 !i the subject, there has been some difference in practice* 

According to the Railways Act, i021, exceptional rates 
may be disintegrated into charges for conveyance, station 
terminals, service terminals and accommodation ]irovided, and 
sei'vices rendered at or in connexion with a private siding.^- 
The Railway Rates Tribiinal has also approved of a standard 
terminal varying with the station terminal and the service 
terminal. Except for the first five classes of the English 
classification to which they do not apply, service terminals 
show separate charges under the four heads, loading, unloading, 
covering and uncovorhig, under each of the remaining classes. 

The problem of terminal charges has not arisen at all in 
the United States, as the American railway rates have been 
recognized as covering the full service which the earner gives, 
namely, furnishing the car, a place at which to load it, the 
conveyance of that loaded car and its terminal delivery. 

The ]iositiou in India is rather nebulous. There are no 
scales of maximum terminal charges in India. Nor is there 
a differentiation between the charges for station accommodation 
and the services rendered. Section 43 of the Indian Railways 
Act, 1890, no more than recognises the right of railways to levy 
reasonable terminals and it has been optional with railways 
to charge oi' not to charge. The defects ol the existing system 
are readily summarized. The present charge does not dis- 
tinguish between service and station terminals. Barring the 
case of special terminals, the size of the station or the nature 
of the facilities jirovided appears to have no bearing on tiio 
charge imposed. Nor, ajiart fi’om such low grade traffic as 
coal and grains, is any allowance made for the cias.'i of com- 
modities carried. In many cases a ‘double’ or ‘higher than 
single’ terminal is charged at one end even where only one 
station is used — ^that is irrespective of whether tlie traffic is 
local or through. What is more surprising is that even when 


« Sou. 40{lJ, 
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no regular terminal accommodation or service is }Drovided 
the trader has to pay the full terniiiia] charge. What is even 
more exasperating is that he has to pay it oven ^ when the cost 
of loading and unloading is borne hy hiin.'-^^ 

hfor is the practice uniform on all railways. Thus, the 
mere transfer ot‘ the Naiai-Juhhulpoi-e section from the E.T. 
to the G.I.P., on I October 1925, led to the imposition of a 
terminal charge of four anna.s ]3or ton of kiln coal received 
by the Central Provinces Portland Cement Company from 
the Bengal area. Both the railways were state-owned and 
state -managed, and the additional levy which should have 
hoen justified on economic grounds was supported merely on 
the basis that it was entirely within the scope of the powers 
and in line with the practice of the G.l.P. It was not remitted 
hy the Railway Board, although the Railway Rate.s Advisory 
Committee had recommended it.^^ In a more recent case 
also, the committee commended for ‘the consideration of the 
Government of India the desirability, in the interests of the 
railways and trader.s alike, of clarifying the Indian law 
on t/he subject of terminals at an early opportunity if it he 
the intention to retain terminal charges as such.’^® The fact 
that it is entirely optional with the railway administration 
to charge or not to charge vastly increases its capacity to 
discriminate. The levy of the terminal may be used effec- 
tively to block traffic. The revision of the rating system in 
1936 has also failed to take note of the anomalies created hy 
the system of charging terminals. 


RAILWAY RATTiS AND INDUSTRUaS 


iho eflocts of railway rates on trade and industry are far- 
reaching and those intere.st6d in the development of large 
scale industi’ies in India have always looked upon railway 
rates as a powerful instrument of assisting it. The establish- 


» Foi- a mow, doWlod immxiaation oi‘ this poiafc mo K. CJ. Srmivasan, The Law and 
Thivnj oj lutdioiiy Is'rtmht. Huki, iOiJS, pp. 378-0. 

,, .? /Vow. PoHland Oemenl Oo , Lid., v. The G.l.P. 

‘5 R.B.A.C.. XLV. xUi'.wa. MrtHin dj Co, v. The H.l.lly,, j,. 4.i. 
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ineiit of manufacturing industries in fndia offers a solution 
to many of our economic problems, and is, therefore, i-ecognized 
as essential to the progi'ess of the covmtry. The intiuenco 
of the present rates stj’ueture and rates policy on Indian in- 
dustry needs to bo examined from tlie point ol' view of India’s 
economic in’ogress. Limitations of sjjaeo and daia alike 
proeludo anything like a detailed survey. But certain ro- 
ju'esentativo industries may be considered as illustrative of 
the ofleci of the cost of rail transport on Ihcir prosperity. 

Coal iiiduMru 

Probably the most remarkable instance of an imhistry 
fostered and sustained by the inllucnce of ciliea]) freight rates 
is the c'bal trade. The ira])ortaneo of the coal industry has 
already been indicated. Coal, cdki! and patent fuel re[>i‘esent 
about 30 per cent of the originating traffic on ( Hass 1 railways. 
Earnings from coal amount to aixmt 15 to 17 per cent of total 
income. The natural disti'ibutiou of coal in India is concen- 
trated in Bengal and Behar and, till 1931, 9-t per cent of the 
total production came from the coalfields of Bengal and Behar, 
and the bulk of the coal traffic must consequently consist of 
movements from this region to dilleront parts of the country. 
The demand for coal is mainly from railways and manufacturing 
industries. The use of coal for ilomostic! [uirjioso.s is only a 
very small proportion of the total eonsninjition in India. 
The consumption of coal attributable to railways is about 
a third. The iron, steel and brass foundries (ineliidiug engineer- 
ing works) use about 21 per cent; cotton and Jute mills about 
10 })er cent ; inland steamers and bunker coal about 7 per 
cent ; and only about 25 per cent of the total supplies is uti- 
lized for aU other industries. 

The coal tj-ade had two principal difiicultios in establishing 
itself in the different mai'kets in India : the great distances 
to which it liad to be transported — to Bombay, Madras, Karachi 
and other places — and the competition of cheaper foreign coal 
During the seventies, despite the proximity of tlie collieries, 
even the Calcutta raarJiet could not be Cialled their own and 
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English coal was sold cheaper than domestic fuel. The difii- 
culty in supplying Bombay and Madras, more than a thousand 
miles away, in face of cheaper imports by sea fi'om England 
and latterly from South Africa, may be imagined. The ex- 
pansion of the coal trade and the sup})lies of indiiin coal during 
the last twenty years at almost every nnmufacturing centre 
and for every railway in India., have been entirely tile result 
of railway policy which granted facilities and paidicularly 
cheap rates for coal. 

Et is significant that coal was the only coniinodit,y accorded 
the benefit of the telescopic scale of rates on a continuous 
milage basis. The development of coal rates was profoundly 
affected by certain factors. The proximity of the port of 
Calcutta to the coalfields had a dominating influence on the 
direction of traffic, and facilitated export of coal for which 
the port provided the best facilities available,'^® The steam- 
ships could supply other ports in India at a much lower rate 
than could be done by rail. A large volume of coal conse- 
quently found its way to Calcutta. Pari of the production 
was also sent up-country by rail to other consuming centres 
ol railways and industries outside the coal producing area. 
The desire to supply Bombay also had an influence over the 
rates for coal destined to that port. 

The extent to which railways have assisted the coal industry 
may he illustrated from the coal export trade. Export interests 
were given a rebate on export coal for a long time. As a result 
of the recommendations of the Coal Committee of 1924 the 
rebate was enhajiced aird this had some effect on the volume 
oi coal exported. The annual average during the quinquen- 
uiuiR, 1921-5, was only 182,000 tons, against 620,000 tons 
during the qidnquennium, 1916-20. Exports rose from iliis 
low level to an average of 601,000 tons during the succeeding 
quinquoimium 1926-30. A decline set in during subsequent 
years. In April 1926, a general reduotion of 10 per cent was 


Tho oxjiol’tM vvoru prmmrUj- to Adon, Bvitish Ktist 
Stvints Sottlomonlb. Suioatm, and Hongkong. In 1020 
tind R«. IJ croroH. 


Afrio.i, Manvitiuh, (Jeyloii, Java, 
they touched It nnllion tons 
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granted which. Sir Charles Junes, the Conimerco Moinbej', 
claimed, hronght the long-distance rates to a level ‘not very 
much higher than the pre-war rates.’ But for some loads 
the rates, even after the reduction, disclosed some leeway to 
be made up before attaining the pre-war level. In 1929-30 
there was another reduction on long-distance traffic exceeding 
200 miles. With the commencement of the depression a 
surcharge of 15 per cent was imposed on coal, which was re- 
duced to ]2| per cent during 1935-G. 

The extent to which coal traffic has been conditioned by 
the si)ocial rates charged by railways will bo clear from the 
fact that the average rate per ton mile of coal has been so low 
as to yield only a very small amount of profit to the East 
Indian and a loss to the Bengal Nagpur and Great Indian 
Peninsula Railways, even without taking the interest charges 
into account. The following figures^’ indicate the position 
of each railway for selected years : 

CO.ST OF COAL 'mANSPORTATTON-- 
(Tn pics) 
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per ton mile 

Cost' 
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1 mile 
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78 
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47 
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07 
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2 i:5 

3 59 

4 19 

3 80 

5 47 

3'03 

2 

88 
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Heavy chemical industry 

The exceptional character of coal traffic jnstified special 
treatment on account of its transportation characteristics 
and low value. Other industries have not, however, received 
such careful attention and co-operation from the railways. 
The development of xrew industries may, under certain 


« Tho cost flguroH qvioU'd hoi'o am not fcbo true costa, but only avorngos ascortamocl 
by the separation of nassongor and freight soi-vico exponsps on an a.saumod formula, and 
too much mhance sbonld not bo placed on 

intoTOHt obargoa for those ligiii'cn wore ‘1|% m lO-w-T, /o up to lO.l.i-li and -ll thorO' 
after, 
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circumstances, prove to be Largely ,a quostiou of freights. The 
Indian Tariff Board found in their enquiry into the heavy 
chemical industry that railways have it in their power to 
give or cancel protection bo industries by quoting special rates 
or manipulating rates within the wide margin left between 
the maxima and minima. This has clearly obvious disad- 
vantages to the manufacturer, who, apart from the uncertainty 
regarding the freight the industry may obtain, depends for 
his success on satisfactory negotiations with individual ad- 
ministrations, which, as the Board stated, ‘even if practicable, 
can seldom lead to uniformity or create that security (in liis 
mind) which is essential to induce him to invest his capital 
in ]argc undertakings. 

The railway classification of commodities was also not 
helpful bo the heavy chemical industry. Thb Board confessed 
their inability to follow why copperas, alummo-forric ahd 
alum wero classified at R.B. under class 1 of the railway rates, 
while Glauber’s salts, Epsom salts and spdium sul])hido wore 
entered under class 3, although these chemicals had the same 
value and no great difference among them in regard to hulk 
or risk in handling.'^® To take an entirely different instance, 
according to the principle that a raw material of almost uni- 
versal use for industrial purposes should bear the lowest 
possible rfite, coal pays the lowest rate on a telescopic basis 
on continuous milage. In 1929 it worked out below OT pie 
after 450 miles, and 0-07 pio at 900 miles and over. But 
fertilisers were charged minimum freight of 0*1 pie per maund 
per mile irrespective of distance. In view of the importance 
to^an agricultural country of cheap fertilisers, it is not olca]’ 
how a differentiation was justified betw^een a raw material 
for iirdustry and one for agriculture. 

The Tariff Board tiicreforo concluded that one of the major 
factors deciding the future of the heavy chemical industry 
was the scale of rato.s to be charged on its products. Even 

'‘olmtian TnrijJ Banrd Bi'jmH oii Ihe Ileitmi Chcmwul Induulni, p. 90 
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in the event of a permanent loss on some chemicals through 
reduced rates, the objection, the board stated, would not be 
decisive, as the problem had to be examined from two points 
of view : the possibility through the reduction of freight of 
additional traffic and thereby iiicreased earnings ; and whether 
it would be on the whole in the national interest to ci’cate 
the particular industry. In the case of heavy chemicals it 
was found that they satisfied both conditions atrd the board 
believed that ‘ the possibility of organizing the (hcmioal in- 
dustry on a satisfactory basis depends to a great extent otr 
the fixation of lower railway freights. In view of the possi- 
bility of the protection afforded to an industry being neu- 
tralized by a variation in rates, they laid down that ‘no increase 
in freights should take place during the period, of protection 
without reference to the Government of India.’”"’^ 

Ollier inchislripf^ 

The case of the coal and heavy (ihcmieal industries may 
be considered exceptional, as one is a basic industry and the 
other a now enterjirise seeking facilities and assistance for 
expansion. We may now take the cotton industry which is 
among the oldest and well-established large-scale undertakings 
in India,. The freight rates for cotton were discussed in the 
Kerosam Cotton Mills and Four Others versus The North 
Western and the East Indian llaihoays, one of the earlier 
cases before the Railway Hates Advisory Coniraitteo. The 
mills were situated in Bengal and were dependent for their 
raw material on the Punjab. Examining the question as 
to the treatment of the raw material per se, it was found that 
the manufactured product, higher in value and more refined, 
and the raw material, subject to a wastage of 25 per cent, were 
moved at the same rates. The owner’s risk rate of the 4th 
class, the effective rate, was provided for pioeegoods, while 
only the 4th' class rate at railway risk was offered for cotton. 
Prima facie to rate cotton and cloth, w^en the difference in 

Indian Tanjf Board Beport onltlie Heavy OMmicallndustry, jj. 100, 

« Ibid., ij. lOl'. 
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price M^as appreciable, when subtle distinctions as to what 
was raw material and what was iiot did not exist, was ano- 
nialotis and required justificatiojr. Further, when i)ractioally 
the maximum rate was charged on the raw material there 
should have been some distinction between long and short 
distance traifre, though none was made.^^ 

The glass bangles case in 1928 afforded an even more striking 
instance of the restrictive influence of the present rates system. 
That industry supplied the needs of a very large number of 
people in Hyderabad and Southern India, served by the M.&S.M., 
N.(G.)S., and S.I. Railways. It was also found that the retention 
of the hold on these markets was indispensable for maintaining 
the industry, which was situated at Firozabad. The distances 
over which the traffic moved were considerable : Firozabad 
to Wadi, 1,050 miles; to Balharshah. 716 miles before the 
Nizam’s Railway is reached ; and Firozabad to Raichur, 
1,123 miles, and via Waltair, 1,204 miles before the M.&S.M. 
takes up the traffic. The rates on through traffic over such 
long distances should not in the la.st stages bo even higher 
than before. The Railway Rates Advisory Committee there- 
fore argued that ‘it is but fair that the Firozabad exporter 
should, after his goods have been carried such long distances, 
be entitled to ask for a considerable reduction in the rates 
during the last stages of the traffic’s journey before it reaches 
its destination..,. The quotation m conjunction with other 
railways of a rate lower than the local rates in the case of long 
distance through traffic cannot embarrass the railways as regards 
the local traffic.’®® 

These instances show that the rates structure and practice 
pi'ima facie discouraged inter -railway movements of traffic. 
It was only when railway administrations found that in order 
to obtain as largo a revenue as possible, they must, as with 
jute, cotton, grains, etc., facilitate movement of traffic to 
other places or protect their own traffic from diversion, that 


R.B,.A.C. Cam IV, 1939, Seport. 

U Works V. The B.S,SG.I., 
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lower rates on telescopic scales were granted, to enable move- 
ment over longer distances. The pressure of demand from 
organized groups of producers had often compelled railway 
administrations to concede special telescopic rates. But in 
a country which is still one of small-scale produdors, not ohi- 
ciontly organized, the facilities enjoyed by the larger enter- 
prises may not be available to them, and the ri'sult is that the 
present rates structure and practice may, even without cons- 
cious intent, exert a restrictive iuftueuce over the movement 
of traffic. Again a new industry struggling to establish itself 
may find that the transportation charges applied may be the 
maximum leviable and tliat they may impose too great a 
burden on its capacity. The railways themselves, it should 
not be forgotten, react only to the economic conditions present, 
and unless they know where exactly the railway rate pinches, 
they have no information to go ujioii. Thus, when it was 
pointed out that the rates on certain chemicals Irom Ambernath 
to the interior was higher than from Bombay to the same places, 
though the distance in the latter etise Avas gi’cater by 45 miles, 
the Agent of the G.l.P. llailway ' rcjilicd that he Avould have 
equalized the freights if his attention had been drawn to this 
earlier.®^ But it has also to be recognized that the charac- 
teristics of the present system with its individualistic bias 
are such as to throw too large a Imrden on the shoulders of the 
trader. If the trader is so fortunate — considering the trouble 
one might almost say, unfortunate— as to have the market 
for his commodity distributed all over India, the problem 
of marketing dejiends largely on hi.s successful negotiation 
with each individual railway concerned. The glass bangles 
industry illustrated this aspect forcefully and has .shmvn the 
shortcomings of the present system as it alfects inter- 
railway through traffic, 

PoH mfen 

We may now jirocecd to examine the charge of special 
port rates favouring foreign trade aiuB discriminating against 


'‘^Indian Tnnjf Hoard llcpoH on Ihv llcavi) Oliemicul Jiulictrij, p. 91. 
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internal trade. Tliongh the allegation that it has been deli- 
berately kept up has been repeatedly repudiated, it has some- 
how xiersisted. A recent i-eference to it is found in the Report 
of the Public Accounts Committee for 1933-4 in which they 
desired the Railway Board to examine if there was any basis 
for ‘ the allegation generally made that the i-ates of freight at 
present charged operate in such a way as to help the export 
of raw materials and the import of foreign manufactured 
goods to the detriment of Indian industries.’®*^ 

As the Acworth Committee pointed out, the practice of 
lower scales of rates on exports and imports exidts all the world, 
over, and railways are compelled to adopt them on account of 
the stress of competition in international trade. The complexity 
of conditions here, created by the sea freights and the competi- 
tion of routes and producers, necessitate adjustments of rates to 
enable local producers to meet them successfully. But as regards 
import rates one has to consider whether they are likely to bring 
about competition to the detriment of the domestic industry. 

Port rates may be the result of one of two conditions : 
the competition of alternative sea or other routes compelling 
railways to protect their own traffic by specially depressing 
their rates to the level of the competing routes ; or the deli- 
berate adoption of lower scales of rates from the ports to faci- 
litate movement of exports and imports. It is possible to 
confuse the one for the other. Thus goods from Bombay 
to Calcutta have always the option of moving by sea or by 
lail. If the railways want to retain their traffic and prevent 
it being lost to the alteiTiative cheaper steamer route, tlioir 
own cheugo for the co.st of transport will have to he the same 
as that of the competitor. The rivers of Bengal have always 
influenced the I'ates of the Bastern Bengal and Assam Bengal 
Railways. ^ Coastal shipping and the opening of new ports 
such as Vizagapatam and the Kathiawar ports exert a pressure 
in the same direction. Special rates have to be quoted to meet 
the different conditions presented by them. 


Fuhtk Uumniitkc Uexioft tOS-l-g, 
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While the need for special rates will he i-eadily conceded 
in such cases, the fact that the existence of such rates is likely 
to affect other rates is not so readily recognized. Thus cotton, 
classified in the 4th class, at 0‘62 pie per niaund per mile, 
moving from Navsari to Howrah, a distance of 1,168 miles, 
should normally be charged Hs. 3-13-8 per maund. Siiniiarly 
cotton from Broach to Howi’ah, a distance of 1,191 miles, 
should also be charged at class rates a^id this would amount 
to Rs. 3-14-10. At these rates, however, the traffic would 
not move. The cotton merchant at both those ])oints knows 
that the traffic from Bombay to Howrah bears a lower rate. 
He also knows that he could send the goods by sea. Even 
if the latter alternative was not available, he coidd send his 
goods to Bomba}?' and rn-booking it from thence to Howrah 
would cost him much less than sending his goods direct. In 
order to prevent such unnecessary inovcmeifi. of goods the 
railways concerned, therefore, had to tiuote a special rate of 
Rs. 2-1-9 from Navsari and Rs. 2-4-7 from Broach, rates at 
which the traffic moved and re-booking or divension was pre- 
vented. Taking now the rates for cotton to Cawnjrore Avhich 
is 337 miles less than Navsari-Howrah and 430 miles less than 
Broach-Howrah , it was found that they were higher. The rates 
to Cawnpore were Re. O-G-5 higher from Navsari and Re. 0-0-9 
higher from Broach. Similaj'ly piccegoods from Bombay to 
Howrah, a distance of 1,221 miles, were rated Re. i-1-0 per 
maund, while consignments from Bombay to Nagpur, a dis- 
tance of only 618 miles, were charged Rs. 2-2-11 per maund. 
If the normal class rates were charged on ]>iecegoods sent 
from Bombay, the entire traffic would be carried by sea, ajid 
the railways might have logic on their side, but ihey would 
lose revenue. It is easy to aj’guo from instances of this kind 
that rates are specially lowered to favour the ports and kept 
high to the disadvantage of Indian industries. It is not I'ea- 
lized that sndi differeiitiated rales are frequenily the con- 
sequence, not the cause ; they are more ofteu the result of 
competitive conditions which the railways, whether they like 
or not, are oonipeilod to meet in their own interest. One 
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can, therefore, quote Bipley with jirstice : ‘It is often alleged 
that traffic managers do not make rates at alJ, their energies 
are bent to the analysis of those circuznstances by which rates 
are made for them.’ 

These specially lowered i-ates have to be distinguished from 
those quoted to assist traders in getting their commodities 
placed in world markets in competition with other producing 
centres. Specially lowered rates are given, for example, for 
the export of manganese ore from the Central Provinces to 
the ports of Bombay, Calcutta and Vizagapatam and on chrome 
ore from Baluchistan to Karacln, etc. The special rebate 
of 26 per cent of the railway freight on the North Western 
Railway for., wheat carried to Karachi for export to ports west 
of Aden isfianother instance of the same kind. 

Tuimin^uow to the class of cases where rates have operated 
against the interest of Indian industries, it is found that there 
have certainly been instances of the kind during recent years. 
In connexion with the eiiquiry into the rates on cotton, the 
Railway Rates Advisory Committee stated : 

‘ It HeeinH also desirable, if possible, to obviate the oritioism that tUe Indian 
system of rate-making is suob as to enable the foreign manufacturer, 
no doubt enjoying the advantage of a cheap sea route, but nevertheless 
tliousauds of miles away, to import cotton from India to his shores cheaper 
than the Indian millowner in Howrah. Tlie total freight to Japan from 
Lyallpur works out to be Rs 2-14-1 as against Rs, 3-11-1, the current 
rate to Howrah via Saharanpur The position is nearly the same with 
regard to many European countries irsiag Indian cotton.’®® 

In the case of transport of eheinicals from Amberuath to other 
places, the Agent of the G.I.P. Railway was prepared to equalize 
. the rates with those from Bombajr. But equalization, argued 
the Indian Tariff Board, 

does not . . . meet the objection in principle that the indigenous iiidustiy is 
deprived of its geographical advantage and the foreign industry is given 
to that extent a preferonee over the indigenous industry • Wo do not deny 
Sliat such inequalities of rates may admit of jiisl.iftcation, if considered purely 

f 
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from tho x^oint of view of railway coonoiiiics, bnt in certain direcifcions if 
in ess'-ntial iliat eonsifl<xralions of railway linanee slionld he Bubonli- 
iiaferl io tho intoresLs of the country as a wliolo ’’’’ 

To observe how the difFevontial port rates opei’afcod, ooiisider 
the iSholapnr Mills ease which came up for investigation in 
1929. The Sholapnr Cotton Mills found that the railv'-ay 
freight rates on yarn and piecegoods booked from Sholapnr 
to Delhi and Amritsar were heavier ivlatively to tlie distance 
than the freight rates from Bombay and Madras. The di.s- 
tance.s from those places to Dcllh and Sholapnr and tho rates 
charged were as follows : 


To Delhi To Amntsar 


From stations 

Miles 

Rs. as. x>- 

Milos 

Bs 

as, 

■ P 

Sholapur ^ ' 

1,058 

■10 7 

i,.m 

4 

5 

1 

Bombay via G.T.P 

057 

2 10 :i 

1,2:55 

:i 

8 

2 

Madras via B.B.&C I. 

1,500 

4 0 0 

1,847 

4 

4 

8 


As compared with the rates from Madras the Shola.pur rates 
were higher although the distanco.s from Madras stood about 
60 per cent more. But the alternative sea route from Marlras 
to Karachi and thence to the Punjab, being cheaper, com- 
pelled a reduction of the through rates to the level of the soa 
freights. It was also found that the reductions were no greatei' 
than were needed for the purpose. Here the lowej* rates from 
the port of Madras could not he helped, as otherwise tho entire 
traffic would have gone by sea. The Bombay rates to Delhi 
and Amritsar were very much cheaper, although the distance 
was only 100 miles less. Bombay, enjoying the position of 
a producing' centre and the lai’gest importing port for piece-goods 
and yarn, could, with the comparatively lower level of rates, 
easily undersell iSholapnr goods in Upper India markets. As 
the incidence of freight was on the tiuders, it was to their 
interest to import their supplies from Bombay instead of from 
Bhoiapur. It was, therefore, a matter of legitimate grievance 
for the Sholapnr industry that it should find, despite its favour- 
able geographical position, that its luuducts could he under- 

8’ Indian Tariff Board Repor!, on the Beany Ohominnl Industry, UUi), p. 01, 
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sold by goods of Bombay and foreign origin. The case clearly 
illustrated- the manner in which cheaper sea freights intluonced 
railway rates and centro.s of production in the interior were 
discriminated against, ihu,s rendering it possible even for 
imported foreign goods to compete successfully against them 
on the mere ground of cheaper rates from the ports. On 
this reasoning, relief ivas afforded to the Sholapur mills, res- 
toring the relativity of rates which allowed for their geogra- 
phical situation.*^® 

It is not neee,ssary to labour this point. Similar cases 
may exist, but in view of poorer organisation, the industries 
and trades affected may not have succeeded in making their 
difficulties effectively heard and removed. The fact that 
large-scale industries have only been of recent growth and 
that imported manufactured goods still bulk large must have 
its influence on the rates structure. The Railway Board’s 
examination of the question a few years ago did not ‘indicate 
that any of these rates operate to the detriment of Indian 
• industries. On the contrary, a very large number of special 
rates have been quoted for Indian industries on a basis appre- 
ciably loAver than those applicable from the ports, e.g., for 
sugar from the sugar producing areas, iron and steel from 
**Tatanagar, etc.’^® 

EEPEOT OP IPTOLTSTBIALISATION ON RAILWAY RATES 

With the rapid exiiaiision of industrial and manufacturing 
activity in the country, railways are facing rates problems 
of a fundamentally different character. Domestic production 
is gradually replacing imports of many classes of commodities 
and thi.s is proved by the statistics of the volume of imports 
and domestic, manufacture during the last twenty years, which 
disclose a pronounced decrease under the former and an equally 
pronounced inereaso under the latter. Imports of iron and 
steel, cloth, ya.rn, sugar, matches, soap, cement, cigarettes 

U-.U.A.rt. XIV .Sr XVl. MfKstfi. Lmhhmi 8ahitt and Oomnany others the 0!oth 

Mc/u'hfjntfi of Delhi V. Thi^ Oirvftl iyirJinyi Punhimih liUibmi/, Rf‘pon. 
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aRtl tobacco — to niontioii a few items— j'ocoi-d a substantia] 
decline, while inanufacture undci’ i.hose heads iii India lias 
advanced oonsideraldy. The oeonojnic transition to the present 
stage of lionie production has caught ibe railways also. Tariff 
schedules based on long leads of traffic in connexion with 
raw materials moving to the ports at low rates and manu- 
factured goods beaj’ing relatively higher freight charges from 
the ports have to be readjusted to what appears to he an op- 
posite situation. The establishment of a new industry affects 
the flow of exports by domestic utilisation of raw material 
and the imports by the substitution of the home jirodnct. 
Long leads are being disjilaccd by short leads. 

This change has not affected the tonnage handled. In 
fact, there has been an increase on account of the transport 
of many kinds of raw materials required by industries. Thus, 
at a large paper mill, against an outward traffic of 1 3,000 tons 
of paper, there has been an inward braffie in the principal raw 
niator'ials amounting to 70,000 tons distributed as follows : 

GrasH, bamboo oLc 27,000 touH 

China clay and lime 5,000 ,, 

Chemicals 4-, 000 ,, 

Coal 40,000 ,, 

But the larger tonnage arising from this traffic does not, from 
the point of view of the railways, produce anything like a 
proportionate increase in earnings.®“ 

There ■ are also some instances where new industries have 
eliminated railway traffic dependent on imports. The demand 
for piece-goods in the United Provinces, which had formerly 
given rise to a long load traffic in imported goods from Oal- 
eutta, has been mot by mills in Cawnpore, Di'lhi, Ahmedabatl 
and other centres on the G.I.P. and B.B.&C.l. Railways. 
To the extent that these mills have displaced inqiorted piece- 
goods in the province, the long lead traffic is lost to the East 
Indian Railway. The loss in revenue in this instance was, 
however, balanced by the increased traffic in raw cotton, but 
taking the two together the East Indian carried 11,000 tons 

‘Some AapflCitfi of hwUisImtl Dtn-Gloptiimit in India in rclalion to Rnilwayii’ by 
0. A, Omwfm’fl, Uni! Will) Aceniintu ((> Ftnnmx. Vol. VI, ji. SI. 

W—liiWB 
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more for tlie same gross revomio/*^ There ]iavo also been 
instances where railways have benefited ihetnseives sub- 
stantially from new industries, sucli as the B.N. and the E.l. 
from the expansion of the iron and steel industry during 
the last quarter century. 

The atteinx^t on the part of industries to reduce unnecessary 
competition and transport costs by regionalising i3roduction 
and marketing is also operating in the same direction. As 

shown by the cement merger and the sugar syndicate, the 

tendency is likely to be more towards the products of a factory 

being sold in markets adjacent to it. Such market zones 

exercise a restrictive influence on the traffic flowing from, or 
to, areas outside such zones and thus cause shorter leads, 
and these developments naturally react on both the traffic 
and revenues of railways. 

The direct financial advantages from industrial develop- 
ment may not appear to be as great as the transportation 
involved in the shorter leads and increased tonnage would 
soem to justify.- But there are many indirect gains to the 
railways to be taken into account. The development of a 
locality where a new industry is established always creates 
new traffic by increasing the population and theh |)urohasing 
power, and through the growth of other industries and sub- 
sidiary trades. Traffic in machinery, building materials, raw 
materials for industry, consumers’ goods, etc., is bound to go 
up. Dehri-on-tSone, for instance, which had a traffic in cloth 
amounting to 240,000 Ihs accounted for close on 1'5 million 
lbs in five years ; during the same period j)assenger traffic 
inci'cased from 74,000 to 132,000, and revenue from Rs. 76,000 to 
B,s. 110,000. All these results were attributable to the establish- 
ment of a large sugar mill, a cement factory, and a paper mill.*’’® 

Conclusion 

We may now summarize the conclusions to be drawn from 
the discussion of the present system of railway rates attempted 

w Railimi) Aecmmh rf? Fimticc, Vol, VI, p. 81, 

Ibid, 
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ill this chapter. From 1922 onwards changes were, introduced 
from time to time in the rates structure to bring it into groator 
conformity with the economic needs of the country. While 
the defects in regard to classification and coniplainis of un- 
reasonablonoss and undue jireferonco as to individual rates 
sought to be remedied by the revised 1936 classilication and 
througli the investigations of the Railway Hates Advisory 
Committee, other defects inherent in the ])resent system have 
been loft altogether untouched. Thus, the niaximuin-miiii- 
muin featui'e of the classification, entirely unsuited to jircsonfc- 
day requirements and permitting too wide a discretion to the 
railways in fixing rates, still continues. The basis of the 
risk rates, arbitrary in character and anomalous in jiraetice, 
calls for justification of their retention. ■ The unduly indivi- 
tlualistic attitude of railway admiuistratious which had given 
I'ise to numerous schedules and complexity of rates, still stands 
in the way of uniformity of ]jractico and the gra.nt of continuous 
milage rates. The jirinciplo underlying the imposition of 
terminal charges is in urgent need of clarificiition. The 
combined effect of all these defects has been to produce in 
the minds of the trading community a feeling of helplessness. 
These shortcomings undoubtedly clog the wheels of the rail 
transport machine. Even more important from the long 
range point of view is the adoption of a i-ates jiolicy harmonising 
with the present economic needs of the country. That it 
has been out of tune with tlie deinand.s of the growing indus- 
tries has been abundantly proved by the -views expressed by 
authoritative committees. 

The maladjustment of the rate level and tlie price level 
, called for correction in the thirties. To the extent that prices 
have moved ii]) under the stimulus of the war economy, 
the hurdoii of railway rates might have been docroasod. What- 
ever relief the continuance of a higher level ofjiriecs alter the war 
may yield to traders, tlioy are not likely to resolve the diffi- 
culties referred to above. A revision^ of the entire system 
and a rationalisation oEtbo proeoduro are imperative if Indian 
railways are to soia''o the interests af f.rado and iudustry ol 



2G8 FKJaUU’i’ KATES ANIJ J N IH'S'l'K LAL U E\ ELOKM EE'l' 

the country satisfactorily. The fact that our economic or- 
ganization is still in process of clevclopniout suggests the need 
for a greater dcgj'ee of flexibility and rtisponsivenoss on the 
part of the rates system than might appear to be the case in 
Great Britain or the United States. 

The drift seems to be in the direction of a demand for an ad- 
justmenUof t)ie late level. The uneven eharaefer of the doclino 
in the price level in the thirties rcsxrlted in considerable differ- 
ences in the cost of transportation to dilferent industries. The 
ease for a revision of i-ailway rates was strong, but it was resisted 
on the ground that a reduction in rates would have had 
an adverse effect on railway revcinies. If railways are to carry 
on their work of transportation efficiently, their financial 
condition should be •sound. In the last resort the faro and 
freight rate levels ought to be such as to yield the railways 
a gross income sufficient to cover their working expenses and 
other fixed charges. The I’atc level is, therefore, conditioned 
by the levels of working expenditure. Tfiie steady increase in 
the cost of railway woiking has already been referred to.®'^ Wc 
shall now proceed to a more detailed study of the principal 
factors which contributed to it. 


llhaptijr 111 siiprd. 



OHAPTEJ?. VI 1. 


RAILWAY EXPENDTTITIIE : OPERATING EXPENSES 

Principal heads of raihvay cxpondifciu'o, the Absii-acts’ and ‘Minor lieiuls’, 
270. Flolatrvo. importance of diipartmental expenditure, 272. 
Exjiendituro on ftoneral administration. Abnormal merease during 1!J24-:10,' 
and the persistence of high levels during the depres.sion, 274 
Administrative expenditure imdei the different abstracts, 275 The 
trend on State and coiiijiany lines, 277 1'be divisional system, 271) 
(Jo.st ol audit and accounts, 282 'I'lic Jletreiiehnient. Sub-Comiiiittee’s 
criticism, 287 

E-xpeiiditure on ordinary rcpaiis and ni.iiiitenaiiei'. 281) Decrea.se during 
the depression, 290, Distribution of expenditine under the abstmcis, 
290, Net expenditure under way and woiks, 2!)t, Net expenditure on 
rolling-stock, 295. ICeonomies m ordinary rciiair.s and inaintenanee 
during the dcpi'e.s,s]on, 290. Effect of jiostponeinont of c,s.senti!il cv- 
penditnre, 297 

E.xpendituro on operation, 299, Jli.se of exjieiiditnre dining 1924-130, and 
doorcase .since 1930, 300 Co, si of .staff, 303.* Kooiii foi- economy, 300, 
Fuel, 300 Steady doorea.sc in expenditure tlirongJiout oiung to lower 
co.st.s and fuel economy, 307 Preiglit and liandliiig cliarges, 308. 
CoucUision Effect of jio.st-war capital sebemes, 308 Differenee.s m the 
rocoi'd of State and company I'aihvays, 310. Doulibs a.s to the eoinmereial 
character of railway working under the .separation, 311. Jffleet on com- 
pany-managed railway.s ; need for change in policy, 312. 

While fliseussiag the financial status of Iitdiau railways, it 
was stated that working expeadiiiire liad increased consider- 
ably after tho last w^ar. This, as we have already seen, 
was oue of tho principal reasons why Intlian railways wei'o 
unable to balance their budgets during the dciii'ession. Ou 
tho cost of operation depends the entire basts of I, he ])i‘ieiug 
of rail transport. The ttpward ti-eiid of railway expeudituro 
and its inelasticity during recent years ivere referred to in 
tho previous chapters. Wo may now j)roct‘(id to examine in 
greater detail the subject of railway expeudituro with a vhnv 
to ascertaining the character and direction of the increase 
during the post-separation period. As a study of railway 
expenditure ]}re-su})poscs a knowledge^ of the structure of 
railway accounts, we may rofor briefly to tho j;)re.seni aeeoiint- 
ing claksiheation. 
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Working expendiiiiro is broadly divided into eight difi'crout 
heads. Those heads, called ‘Abstracts’, arc : 

A Miiiiilcnaiicc of Htnictuval works 
B M.iiutciianci; and s\i})ply of locouiotlvc [)oiv'cm' 

Maiufcnancc of carriage and rv'agoii stock 
D Mamtenanco and working of ferry sicainers and liarbours 
E Expenses of the traffic department 
E Expenses of the gmicral depaitnu'nts 
(J- Miscellaneous expenses 
H Expenses of the eleelrioal depari ment ^ 

Each of these abstracts is further divided into four divisions, 
though all of these do not find a plaee in each abstract. These 
sub divisions, called ‘Minoi- heads’, are ; 

I General administration 
II Ordinary repaiivs and maintenance 

III Operation 

IV Renewals and replacomcirts, or depreciation 

This classification forms the e.ssontial framework of railway 
accounts on the State-owned railways. 

The statistics of railway expenditure by abstracts as at 
pre.sent comjfiied refer to the 01as.s I railways and slightly 
enlarge the scope of the railways dealt with. The accounts 
of the worlced lines are also included in the statistics of the 
Class I railways, but this does not affect the main conclusions 
as they form only a small part of the total. In interpreting 
the statistics of tho period, attention must bo paid to the 
changes made from time to time in the methods of railway 
accounting. fSoine of these changes were not matei'ial, as 
they related only to less important details. There were, 
however, others which affected the constituent elements of 
(iertain minor heads and even abstracts. Such, for instance, 
was tho decision in l930 to adjust ‘hire charges and other 
_ railway payments’, amounting on tho whole to a credit figure, 
in reduction of expenditure iustoad of taking them, as pre- 

J Pi’ini' to tUo vovisoil cliwilirntiou mtopfcnd in elnotvionl ospraiclUan’o iwcd 

t,o bo pmsi'iitotl muter .AbHtnU't I 'a. . 
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viousty, aw niLsccIlaiieous oamingH.^ Another iiistaneo iw tlu» 
case of ‘house rent to staff', which was formerly debited to 
Abstract G, tpud with effect from 1931-2 distriluitod among 
the individual abstracts. Rent recovered from staff quarters 
built in connexion witli laj’ge ojien hue works was classiliorl 
as earnings instead of being credited to capital.-* fhniilarly, 
charge.s on account of wages of drivers, cost of fuel and other 
expenses in connexion with rail motor.s have been classified 
under Abstract C instead of Abstract B. Miuih more serious 
has been the effect of the change in the accounting of the 
credits from released materials from works. Prior to 1932-3 
these credits, whether resulting from repairs or renewals and 
replacements, were taken in reduction of working exjienses, 
but since that year only credits in connexion with repairs and 
maintenance operations wore taken as sii(;h and the balance 
was included in the net receipts. Prom 193f)-7 onwards, 
those credits are taken in reduction of expenditure met Ifom 
the depreciation fund. The extent to which the comparaliility 
of figures has been vitiated will be clear from the fact that for 
proper comparison with the earlier years a sum of Bs. 119 lakhs 
should bo deducted from the working expenses in each of the 
years 1932-4, Rs. 90 lakhs in 1934-5, and Rs. 1 10 laldis in l935-{), 

® Rdilwdi/ Aiulit Rejmi {un the Appwpnitliou Account-, of liudu-ui/,,) llUil-SO, p H Tli(> 
Director of Railway Audit ( omnipating on thosti orders observed ‘Tlieso older-,, having 
boon issued after the railway deinanrls bad been granted on tlie uiiileratandiiig tli.it the obi 
elassitieation would remain m force, bad the effeet of putting additional huins at the 
disposal of spi3uding authorities bev'ond tlio aniouiits udiiih, it must bo .Hsiiiued the 
Assembly considered as appropriate ’ 

Ftnanoial Comminsioncr'/i Review, 1931-3, p. 53. 

Othor mstanop.s of tlia sama type v'ltiatmg the eompariil)ihty of the aoemints undei' 
Hunilav heads may bo mentioned. Misrollanoims roeeipta ot the pubheitv depart inwils ol 
the different railways previously taken in reduetion of expenditure vvoio with effei t from 
1933-4 iieciountod lor as ‘Sundry oarnmga’. Again, reeoveiios from eompany-inauageil 
rnilways on account of tlovernmont supervision, audit and control, previously taken 
m reduction of expenditure under ‘12. MiseellanooUh railway oxpoiidiluiv' are fmokiid 
since 1934-5 under ‘XTI. Misoollaneous railway i-oeoipts’. Tho coat of lenowais of l•om. 
plots units of work, which do not mvoh’o any bottormmit, is witli offoet from llio sMiiin 
year baiag booked under ‘Renown! and replacement’ m tlie ease of tlio eompuny-workcal 
railways instead of under ‘Rvpairs and mnmfenanco’. Half monthly payments under 
tho Woi’kmen’fi Compensation. Act during the absoneo on leave of an omjiloyeo lemporaiily 
disablod m the performance ot ins duties are now being debited to Abstract G, Miscel- 
lanoous expenses, instead of tho head to which the pay was debited. Charges for in- 
spection of stoves lovied by the Indian Stores Department went, prioi to I'.i.il-.o, 
Hoparatoly debited to working exponaos under Abatraet Cf ; tiioy are now being 
inoindod m tho cost of stores. For oUior instnweos see tlio Railway Audit 
Reporfs on the Apprcipriation Aeconnfi for each year, Fbinucial Voumtsuioner's 
Rot/iewo, 10,30-.%, and C'/iicf Comini-i.iioncr'.'i Reoiew,-! for 193r>-(i and later 
years, 
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The total working expenclitiiro of t-ho Class I ]'aitways for 
the period 1924-37 will be Ibuiid in Ta,blo 65. Before proceed- 
ing to the depaidmontaJ abstracts, their relative imjiortance 
may bo indicated. Taking the year 1924-5, Abstract A, 
Maintenance of structural works, showed a total expenditure 
of Rs. 14‘37 crores, out of a total working expenditure of Tis. 
67'04 crores for all Class I railways, or 21 per cent of the total. 
The cost of Abstract B, Maintenance and supply of locomotive 
power, > amounted fo Rs. 23-32 crores, or 35 per cent, the highest 
of all the abstracts. Expenditure under the other abstracts 
was as follows ; Abstract C, Maintenance of carriage and 
wagon stock, Rs. 9-69 crores, or 14 per cent ; Abstract 33, 
Expenses of the traffic department, Rs. 1T75 crore.s or 18 per 
cent ; Abstract E, Expenses of the general departments, Rs. 
4-65 crores, or 7 per cent ; and Abstract G, Miscellaneous 
expenses, Rs. 2-74 crores, or 4 per cent. Abstract Ca, Electric 
service department, and Abstract D, Maintenance and working 
of ferry steamers and harbours, are comparatively small items. 


TABLE 66. WORKING EXPENDITURE BY ABSTRACTS " 
(Class I Railways) 

{In ktkha of Ha.) 


Year 

Abs. A 

Abs. B 

Abs, 0 

Abs. Ca 

Abs. D 

Abs, E 

Abs. P 

Ab.s. 0 

Depr’n. 

Total 

1923-4 

13,62 

23,44 

8,34 


34 

10,65 

4,03 

4,98 

66,37 

1924.5 

14,37 

23,32 

0,69 


42 

11,75 

4,66 

2,74 


67,04 

192.5-0 

14,32 

23,23 

9,83 

9 

45 

11,57 

4,95 

4,21 


68,73 

1926.7 

14,16 

21,86 

9,85 

21 

44. 

11,39 

5,06 

4,23 

, 

07,28 

1927-8 

10,00 

21,98 

9,90 

60 

45 

11,56 

6,03 

4,25 


69,84 

1928-9 

10,24 

22,14 

9,57 

83 

43 

12,03 

6,12 

4.73 


71,18 

1920-30 

17,21 

23,19 

9,83 

1,30 

61 

11,90 

6,34 

4.36 


73,82 

1930-1 

16,93 

22,35 

9,60 

1,36 

46 

12,16 

5,50 

4.57 


72,00 

1931-2 

14,30 

19.59 

8,49 

1,37 

40 

11,06 

3,21 

-1.03 


66,14 

1932-3 

14,86 

18.63 

8,19 

1,35 

40 

10,59 

4,88 

4,71 


63,67 

1933-4 

15,32 

18,62 

8,37 

1,40 

40 

10,77 

4,98 

4,55 


64,31 

1934-6 

16,00 

18,7-2 

9,07 

1,41 

40 

10,84 

4,98 

4,51 


66,91 

1936-0 

9,29 

17,26 

(>,4.5 

1,18 

36 

11,09 

5,07 

4,50 

a,’] 9 

60,37 

1936-7 

8,62 

17,32 

6,00 

1.16 

34 

11,26 

5,05 

4,44 

13,38 

67,47 


* Railivaii Boarrr.a Heporls, Vol. II. 


No great changes are to be noticed in the relative importance 
of the abstracts during the next six years. In 1929-30, ex- 
penditure under Abstract B was still the largest item and 
amountcfl to 31 per cent. The cost of structural works increased 
by 2 per cent of the total. There were also slight increases 
under Abstracts C, Oa, P and Cf. The position remained 
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generally the same in 1934-5, except for minor variations in 
some of the abstracts.'^ 

The expend! tui'o under each abstract can only denote 
whether there was an increase or decrease. It is impossible 
to say from a review of those figures, for instance, whether 
the decrease daring the depression was duo to real economy, 
or merely to a reduction caused by postponomont of non- 
essential expenditure. The total under each abstract tells 
irs little as to whethoi’ cost has gone up or down under general 
administration, ordinary repairs and maintenance, operation, 
fuel or depreciation nnless one pursues the detailed statistics of 
those heads under each abstract. It is thus difficult to ascertain 
the direction and extent of the increase or decrease in the 
cost of operation without a closer examination. For ])urpo,sos 
of the present survey, it seems best to take I’ailway oxiiondi- 
ture under the different abstracts as grouped under the minor 
heads, and thus cut across the departmental classification. 
This does not, of course, prevent a reference to the distri- 
bution of the total exjienditare under each minor head into 
the different abstracts concerned. The present grouping will 
be understood' from the following chart. 


'total working cxpciKUtiiro, 


Ordinary \rorkinfi 
cxpL'ndit.iu't’ 


Dcpri'ciatioji 

I 

Abstrarls A-l'j 


Minor hi'ad.s 


General 
administration 
Abstraets A-G 


Oulinary repairs 
and maintenance 
Ali.straiit.s A-F 


Operation 
exe. fuel 

Abstracts B-E & G 


OjH'ration 

fuel 

Abstracts B-D 


Of the four minor heads, the first three, namely, general 
administration, ordinary repairs and maintenance, and opera- . 


^ Tlio atatistilpH foe aubsoquout yoaerf ui'O noti coinpiJeablo^ bocauuo of iho <lociisi'on to 
ahow clepropiaiiion bopamtoly of including it, us provioufcjly, in tiio totah of eaoh 

abBteot, 
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Uoii, will be eonsidoi'ed in this cliajiior. The oYpendituve 
on acoount of depreciation, tlio Iasi minor iicad, is dealt with 
in the succeeding chapter. 

GENERAL ADMINISTRATION 

The cost of general administration covers a substantial 
portion of the total working ex]ienses of tlie Indian State- 
owned railways. General administration is taken in a broad 
sense, and includes : establishment charges of the central 
and divisional headquarters offices ; expenditure incurred for 
direction and personnel ; cost of the Agent’s and/or General 
Manager’s office ; cost of various general departments such 
as the accounts, cash and pay, medical, and watch and ward 
dejiartments ; . rates and taxes ; law charges ; passages to 
England ; leave salary paid in England ; compensation ; 
cost of railway training schools ; staff welfare services ; ex- 
penditure of the Director of Wagon Interchange and of the 
Indian Railway Conference Association ; cost of London boards 
(of the company-managed railways) ; share of the Secretary of 
State’s general charges, etc. Apart from the . expenditure 
booked under Abstracts P and G, a certain amount is also 
entered under each of the remaining abstracts. 

The total cost of general administration in 1924-5 amounted 
to Rs. 12' 33 crores, or 20 per cent of the total, and 24 per cent 
of the ordinary, working expenditure. The trend of adminis- 
trative expenditure during succeeding years is, as shown in 
Table 66, one of pronounced increase. Thus, as compared with 
that in 1924-5, the cost of general administration in 1929-30 
stood at Rs. 14‘40 crores, or 17 per cent higher, and in 1930-1 
at Rs, 14-89 crores, or 21 per cent higher, representing the 
top-most level reached during the period 1924-36. As the 
salary cut imposed in 1931-2 upset a fair comparison, it 
may be ignored in order to ascertain the extent of permanent 
economy secured through the measures adopted during 1931-6. 
The percentages of administrative expenditure thus considered 
decreased from 121 to" 119 in 1932-3. During the next three 
years there was a slight recession to 115, These figures indicate 
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that the cost of general administration remained at a higher 
leYel throughout the period of the depression. 

t’ABLE 66 COST OF GENERAL ADMFNISTRATION ON INDIAN 
STATE-OWNED RAILWAY, S-* 

(COMMUROIAL & K'L'RATEGTO) 

{Us. tn crores) 


Year 

Rn 

% of 1924-5 

Year 

Itn 

% of 1924-5 

1924-5 

12'33 

100 

1030-1 

1189 

121 

1926-6 

12 77 

104 

1931-2 

14-66 

119 

1926-7 

13 06 

106 

1932-3 

14- 16 

117 

1927-8 

13 44 

109 

1933-4 

14-33 

116 

1928-9 

14 19 

11.5 

1934-5 

14 24 

115 

1929-30 

14 40 

117 

1935-6 

14 22 

116 


Tho figures I'or n)2'4-32 are taken tVoin Uio 111 > pl'iwiloii/ Mcmomndunb io Rniln'iii/ 
Bwhjct. The figiirea for 1032-5 are takmi fmtii tho -Biiuiiicia/ (7om/n{,%‘.ioii<’i’,i Rrmeim and 
allow for the acooTinlmg changes to iucludo the same itomu as in tho oarhoi figiuvs. Tiie 
uorresponding (igums at'toi iillovvmg for tho salarv' cuts and accoi.lnig to t)io acpmmtmg 
system in force are : 1932-3 Hs. 12'59 croios. mul n);t3-4 Rs i2 13 cioros 'I’lio 
total for 1936-G is compiled from tho final accounts 

The trends of expenditure on general administration on 
tho different railways, shown in Figure V, indicate a general 
increase on most of the railway systems. There was a steady 
rise in the cost of administration till 1931-2. Uuring 1932-3, 
a reduction — due partly to tho transfer of provident fund ^ 
contributions to another minor head — ^wa.s seen on all I’ail- 
ways, but from the next year onwards, the earlier levels were 
not only regained, but oven exceeded in a few instances. 

The state- managed railways presented on the whole a better 
picture. Tlie Gl.I.P. remained near about tho basic level, 
and the E.T. had an increase of 15 per emit liy 1931-2, after 
which it tended to bo lower. Administrative ex}jonditure 
on tho remaining linos stood 10 to 30 per cent higher 
than in 1924-5. Tho com}iany-maiiaged railways disclosed 
similar trends but larger increases. The B.B.&(J.l. and M.&b.M. 
had the most satisfactory records, the other systems showing 
increases ranging from 30 to 40 per cent, and, since 1934, 
touching higher levels than in 1929-30 itself. 

The . trends of expenditure on general administration on 
the ■ principal State-owned railways Hinder the different 
ab.stracts during 1924-36 are also shown in Figure V. The 
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expenditure incurred under tire different abstracts ia not uniform 
and that booked under Abstracts F and G accounted for 60 
per cent of the total. Administrative expenditure on the 
live state-managed and five oompany-inanaged railways was 
distributed for the year 1924-5 as follows : 


Ahsfci'ciut 

lls 111 l.ikhs 

% of total 

Abstiuct 

Ks 111 lakhs 

% of total 

A 

1,89 

16 

E 

1,21 

10 

B 

1,19 

10 

P 

3,80 

32 

C 

48 

4 

G 

3,20 

28 


There was a substantial mcrease in administrative ex- 
penditure under all the abstracts. The rise in expenditure 
started generally during 1925-7 on state-managed railways 
and a year oy two later, 1927-9, on company-managed rail- 
ways, the peak being reached in 1930-1. As shown by the 
total figures, the decrease lasted till 1932-3, after which cost 
again increased. The record of the company-managed lines 
tmder Abstracts A, B, C, E and F ® provides a striking contrast 
to that of the state-managed hues. While the cost of ad- 
ministration m the depression period tended to remain lower 
than that in 1929-30 on the latter, the trend was markedly 
dift'eronb on the former. In a good many instances the cost 
was raised to levels higher than in 1929-30, even at the end 
of six years of economy and retreniinuent. The adminis- 
trative expenditure under Abstract C provided an extreme ease 
of this increase for both the groups. The record of individual 
railways for the pre-depression and depression periods may he 
seen from the six-year averages summarized in Table 67. 

It is interesting to summarize the position revealed by the 
trend of administrative expenditure on the five state-managed 


° Abstract A represents the salaries of Uio uhief engiiioei.s, deputy chief engmeerw, assis- 
tant engmoors, subordinate supervisory staff and oHieo stall. Abstract B includes the 
salaries of the locomotive, deputy locomotive, diatriol locomotive, and asmstant loco- 
motive suporintondents, works managers, aubordinato suxierviaory staff such as tho 
foreman, inspectors, etc., and tho office staff. The admmistrativo expenditure under 
Abstract C is similar to that under Abstract B. Uiailar Abstract B arc included t)ie .salaries 
of traffic managers, deputies, assi8tants,/subordinato super vi wiry staff and office staff. 
Abstract F shows tho expenses of all general dopartmnnts, such as the Agent’s Office, ac- 
counts and audit, stores, cash and pay, London boards ol Compaiiy-inauaged railways, etc. 
Abstract G- presents miscellaneous expenses, such as lavj charges, routs of bmldmgs, and 
land, etc., ratos and taxes, contribution to provident institutions, giatuitios, compensa- 
tion, educational grants, health and welfare services, publicity expenses, Are .protection 
of railway proiiarty, otc. 
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TABLE 0)7. SIX-YEAR AVERAGES OR AUMONISTRATIVE EXPENDITCUIE 
UNDER ABS’J’RACTS A G ON STA'l’E-MANAGED AND UOMPANY- 
MANAGED RAILWA'i'S-*' 


(lia in t/iouhimih ) 


li)21-,5 = 10U 


SlaU-nximiyed Com iiaiiy-inanaijcil 

1924-30 1930-0 Iiic or 192-1-30 1930-0 Cue oi' 



192-1-5 

Avorago 

Avora,go 

rlo( 


1921-5 

A s’orugo Avorago 

dec 

Railways 

Bs 

0/ 

/o 

% 

o/ 

/o 

Had\va.\ s 

Rb 

% 

C/ 

/<) 

0/ 

/o 





Ab.slract A 





Burma 

0,11 

130 

111 

-l-ll 

AT? 

r,,hu 

103 

1 06 

+ 3 

E.B. 

18,83 

80 

79 

- 7 

B N 

18,47 

113 

128 

+ 16 

E.I. 

35,07 

103 

102 

- 1 

B.B.&G 1 

20,71 

100 

106 


G.IR. 

26,K1 

118 

111 

- 7 

B.&N VV 1 

5,27 

109 

115 

+ 6 

N.W. 

31,12 

117 

137 

-P20 

M,&,S M 

13,91 

107 

123 

+ 10 






S.I. 

10,73 

115 

145 

+ 30 





-Abstract B 





Burma 

0,14 

110 

135 

+ 19 

A B 

2,39 

119 

128 

+ 9 

E.B. 

7,01 

121 

134 

+ 13 

B N 

11,60 

113 

131 

+ 18 

E I 

2,5,41 

110 

123 

+ 13 

B B AO I 

10,21 

100 

loo 

- 6 

G I.P. 

16,24 

113 

llO 

- 3 

B*N W 

2,48 

no 

128 

+ 12 

N.W. 

17,10 

114 

127 

+ 13 

M &S M. 

9,74 

109 

113 

+ 4 






S.I 

0,-74 

100 

123 

+ 17 





Abstract C 





Burma 

2,37 

110 

135 

+ 19 

A.B. 

84 

128 

14.5 

+ 17 

E.B. 

-4,00 

110 

127 

+ 11 

B N. 

3,90 

115 

MO 

+ 25 

E.I. 

8,88 

114 

138 

+ 21 

BB&Ol 

0.71 

108 

120 

+ 12 

G.I.R. 

0,70 

no 

131 

+ 15 

B &N.AV. 

93 

116 

126 

+ 11 

N.W. 

8,03 

115 

113 

+ 28 

M &S M 

3,01 

109 

118 

+ 9 






S 1. 

2,01 

109 

128 

+ 19 





Ab&tiact E 





Burma 

5,22 

125 

125 

, , 

AB. 

2,71 

112 

124 

+ 12 

E B. 

11,42 

105 

98 

- 7 

B.N. 

12,24 

108 

no 

+ 2 

E.I. 

29,48 

101 

88 

-13 

B.B.&,C'.J. 

13,11 

100 

101 

- 5 

G.I.P. 

10,08 

111 

109 

— 2 

B.&N.W. 

3,81 

115 

131 

+ 16 

N.W. 

19,17 

106 

109 

+ 4 

M.&S.M 

0,80 

100 

104 

- 2 






S.I, 

4,42 

117 

1,37 

+ 20 





Abstract E 





Burma 

18,97 

106 

88 

-17 

A.B. 

9,00 

109 

114 

+ 5 

E.B 

27,81 

109 

109 


B.N 

32,84 

117 

126 

+ 9 

E.I. 

09,70 

102 

90 

- 0 

B.B &C.1 

53,81 

101 

09 

— 2 

G.I P. 

49,89 

102 

lot 

+ 2* 

B &N.AV. 

11,67 

103 

117 

+ 14 

N.W. 

00,39 

119 

119 


M &S.M. 

. 30,19 

106 

111 

+ 5 






S.I. 

20.51 

112 

134 

H-22 





Abstract G 





Burma 

12,20 

123 

120 

+ 3 

A.B. 

4.78 

131 

138 

+ 7 

E.B. 

22,94 

123 

118 

- 5 

B.N. 

27,54 

118 

126 

+ 8 

KL 

07,38 

105 

103 

— 2 

B B &0 1, 

38,60 

109 

103 

~ 0 

G I.P. 

07,90 

S3 

72 

-n 

B.&N W. 

5,78 

9(1 

112 

+ 16 

N.W. 

40,08 

11!) 

111) 

- 3 

M'&S.M. 

22,82 

108 

101 

- 7 






SJ. 

15,45 

M2 

120 

— 22 


Souvoo : Hailutiy DourrVs Jiepoytn, Vol, If, 1924-30. 
t Tho figuras of tlieB.&N.W. we inolutled only for purpoaoa of comparison wilh a 
ooiiipany, as clislingpislied ftoni tlw eonipaay-iuaiwged, railway.. 
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and five coTnjjaiiy-managod railways. The group average 
pei'centages for flio different absti-acts stated below indicate that 
a substantial increase in expenditure persisted on the state- 
managed lines during 1930-6 under Abstracts A, B and 0, 
while a decrease is shown under Abstracts E, E and G. The 
coin{)any-managed lines record an inci-ease in expenditure under 
all the abstracts excepting G. Effectiveness of financial control 
on the state-managed lines is again confirmed by these figures. 
The average for the company-managed lines would have been 
still higher but for the inclusion of the B.B.&C.I.’s figures 
which, as may be seen from Table 67, were lowei' under almost, 
ail the abstracts excepting C. 

TABLE 68. EXPENDITURE ON GENERAL ADMINISTRATION ON 
STATE-MANAGED AND COMPANY-MANAGED RAILWAYS 

(1924-5=100) 

State-managed railways Com])aiiy-managed railways 


Ab«traots 

1921-30 

Average 

1930-0 Tiu‘. or de-r 
Average 

]924-:t0 

Average 

1930-6 Inc or dec 
Average 

.V 

llOS 

1140 

+ 32 

108-8 

121 6 

+ 12‘S 

B 

1 14 8 

125 8 

-1-110 

110 6 

119-0 

-h 8-4' 

0 

1 1.5 4 

134 8 

19 4 

113 8 

130 2 

+ 16 4 

E 

109 4 

105 S 

- 36 

109 8 

115 2 

+ 5-4 

P 

107-4 

103 2 

4 2 

109 0 

116 8 

+ 78 

G 

110 0 

107 0 

- 3 6 

121-6 

117 6 

- 4 0 


A statistical analysis has its limitations, and the character 
of the increase in administrative expenditure may be illus- 
trated by a reference to certain changes in organization in- 
troduced during the pre-depression period, 

DIVISIONAL SYSTEM 

.One of the early changes in organization was the introduction 
of the divisional system in place of the departmental system. 
Following the British practice, Indian railways adopted from 
the beginning the departmental form of 'organization. The 
departmental system encourages loyalties on the basis of 
departmental chiefs but, in the case of the larger railways, 
it is considered to be inferior to the divisional system, 
which seeks to sub-divide responsibility on a teriitorial 
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basis.** On smaller railways ilio dopartinenlal system worked 
efficiently enough. But some systems traversofl areas almost as 
large as Great Britain, and |)i'oj)o.sals w('re put forward to reduce 
the size of the administrative units of the larger railways by 
divisions. The divisional organization was first introduced 
in 1922 on the G.I.P., but onl^?- as a half-way measure. While 
the operating organization was divisionalized, the engineering 
and commercial departments were left untouched. That posi- 
tion continues on that railway even today. On i October 
1924, the N.W. effected a comprehensive reorganization on 
the divisional principle. When the B.l. passed under state 
management and amalgamated with the O.&R, in 1925, a 
pj’Ograra of divisionalization was carried out on lines similar 
to that adopted on the N.W., embracing all spheres of open 
line operation, traffic, commercial, civil engineering, etc. 

Several advantages were expected from the divisional 
system. They were, briefly, the elimination of water-tight 
compartments which resulted under the departmental system ; 
a reduction in the number of outlying units of the adminis- 
tration and in the number of inter-departmental references 
and correspondence ; bettor distribution of work and re- 
sponsibility ; decentralization of the executive work of the 
railways in all its details, including staff organization, control 
being retained at headquarters in regard to matters of policy 
only ; better adaptation of the administrative organization 


“ ‘Amongst fclio advantages of such a [divisional] aystom are the provention of a local 
interdopartmental dispute reaching very far np the organization, although thia is only in 
part avoided boeauso the ili visional offluer has not often Sufficient engineering qualifications 
to permit him to undertake the eiiginoeriug responsibility for hia division, it does, how- 
ovor, provont friction between the operating and nommercial departments. Undivided 
responsibility assists considerably offloient operating, and blame for meirioienoy cannot 
be passed backward and forward between various departments. The divisional system 
tends also to give officors a bottei all-round training, although it often neoessitatas a' tech- 
meal assistant reporting to a non-technical chief ' One of its greatest advantages is the 
greater choice it gives of officers skdled to imdortake the po.sition of General Manager, 
men in each case who are conversant with tlio problems of many departments. It is 
popularly supposed thnt the divisional organization is a more expensive one in the number 
of higher salaried officers thaii the departmental .... Til’s greater efficiency obtained 
and the effect of decontralizatioii upon personal touch with traders’ organizations and 
public opinion generally in the case of railways traversing largo areas oi territory, pro- 
bably offset this gi’eater oxponao by inducing additional traffic, and, oonsequeutly, revenue. 
In tlieso diiys of strong competition by road carriers whose strength lies in their power to 
keep in touch with loonl opinion, such decontralizatioii as is obtauied by a divisional 
organization probably just tips the scales in favour of tins form of organization.’ — 0. B. R, 
.Sherrington, mecmomics of Jiail Tr<ai$poH in Oreot Vol IT, 1987, p, 19 , 
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to adjust the provision of transport facilities on a regional 
basis ; and the release of the principal officers at headquarters 
from matters of detail and routine work to more constructive 
activities and important matters. To attain these ends the 
N.W. Railway'^ was divided into seven divisions ; the E.I. 
into six ; and the G.l.P.® into six. These changes were confined 
only to the state-managed railways. Of the remaining state- 
managed lines, the E.B., continued to function on the de- 
partmental system, but the headquarters office was reorganized 
on the model of the N.W. Railway. 

Against the advantages claimed for the divisional system 
by its advocates must be set the criticisms about the additional 
expenditure involved and the illusory character of the gains 
expected. The Railway Retrenchment Sub-Committee exa- 
mining the ]3roblem stated that ‘the advocates of the divisional 
system are inclined to claim too much for it.’ While such 
a claim could neither bo disproved nor actually proved, they 
felt strongly that the ‘divisional organization has not always 
resulted in the decrease in direct costs that might have 
been expected of it,' With a senior experienced officer acting 
as a sort of semi-Agent and taking full responsibility for his 
division, there should have been a corresponding reduction 
in the headquarters oi'ganization. That this was nob realized 
is clear from the sub-committee’s reference to the North- 
Western Railway on wliich they found ‘considerable scope for 
reduction at headquarters if the present divisional organization 
should remain and be a success.’** 

The hybrid system on the G.I.P. has little to commend 
it, and the Retrenchment Sub-Committee found in it ‘a grave 
risk of friction with consequent loss of efficiency.’ The dupli- 
cation of work and staff that it produced could only be eliminated 
by a reversion to the departmental system or a complete 
divisionalization. That the divisional system encouraged an 
increase in the number of officers is clear. But this might be 

’ Before the last war the creation of two systems ont the N.W. was tentatively 
considered, 

“ On this railway six transportation divisions wore created. 

" Mallway Retrenchment Suh-Gommittea Report, para 102-3, pp. S4,-B, 

38— 15MB 
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balanced by otlier advantaged, pa-rticulaiiy those resulting 
from a more intiiiiato conlaefc with local j)nblie opinion, a 
factor, Bpeeially im})ortant at a time ndicn competition from 
]-OHd transport had become very keen. The Wedgwood Com- 
raiitfio, considering the ci-iticisins, tlid not. suggest any alter- 
native to the divisional system on iihe railways concerned. 
Whatever the gains possible and expected, some senior railway 
officers have expressed doubts ns l.o whethej' the advantages 
claimed w^ere worth the cost.^*' 

COST f)F ACCOUNTING AND AUDITING 

An instance of changes, gradually introduced, resulting 
ultimately in a considerable increase of expenditure is afforded 
by the railway accounting and audit departments. Ori- 
ginally, the duties of accounting and auditing were carried 
on by a single organization under the Auditor-General. On 
the conipany-managcd railways there was an ‘Accounts and 
Audit’ staff under the company and in addition a small test- 
check on behalf of Government by staff working under the 
Auditor-General. The Acworth Railway Committee, referring 
to the defects of this system, drew pointed attention to the 
importance of railways making themselves responsible for 
the preparation of their accounts and to the desii’ability of 
keeping the functions of accounting and auditing separate. 

The Railway Board separated accounts from audit as an 
experimental measure on the E.T. Railway in 1926, and reported 
the success of the exjieviment to the Legislative Assembly, which, 
in a resolution in the same year, recommended the separation of 
the accounting organization from the audit on the remaining 


“ Mr. D. R. Lamb quote!, the instance of the South Afrioan Railways on which the 
cliaufje from fcho deiiartmoiital to the fhvmionttl ssystem socured instead of an increase 
a roductiun. froin 19(5 to_I27 oiaoer-s dospito tho grunt uierenso in milage and trafflo . — Modern 
Railway Operation, p. 0. 

Tlifi coinmitteo stated ; 'Economical railway management cannot he ensured 
without a proper systom of railway acoouutmg. Apart from a mere audit chock of raooipts 
and diBbursomontB, a railway reqwiros a large miinbor of finanoial returns of various kinds ; 
not in order to any whollior expenditure incurred has boon duly autliorizod, or receipts duly 
accounted for, but to say wbaHior oxpendifcuio is being wisely incurred, whether rotrenoh- 
mont of habitual oxpendituvo is possible undor ono head, whether new oxpendituro 
under anotbor is proving pvoatablo, or ovon whathor a larger expondituro wotdcl be 
likely to be fruitful ,’ — Aemrlh CommUtee Report, para 129, p, II, 
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stato-Bianagod railways. Control over tlio accsoiints staff 'was 
vested in the Financial Commissioner, Kailways, not the Railway 
Board, and the Auditor-Ceiieral was, in future, to be responsible 
for audit alone. The accounts staff under the new system were to 
perform the same duties of accounting as wore done by the com- 
bined audit and accounts staff under the Auditor-General before. 

The advantages claimed for the independent accounts 
organization wei’c : 

(a) the earlier preparation of aceomits and letnrns required by the exc- 
catirc and administrative oificers for the control of expenditure ; 
(&) the prevention of irregulai expenditure held under objection , 

(c) the introduction of inetliods of iiroccdure more in accordance with 
commercial practice, which should lead to greater attention by 
all concerned to the internal economy of the railways ; and 
{d) the creation of an audit organization independent of the admuus- 
tration. 

vSir Arthur Lowes Dickinson, who enquired into the railway 
accounting systems and procedure, recommended the extension 
of the principle of separation of accounts from audit to the 
other state-managed railways. By 1928 the experiment on 
the E.I. Railway was considered to have Justified all expecta- 
tions, and with the concurrence of the iStanding Einanco Com- 
mittee, Railways, and the Auditor-General, the separation of 
accounts from audit was accepted as a permanent policy. 
The system was accordingly introduced on the Burma Railways 
on 1 January 1929 ; the JNl.W. Railway on 1 April 1929 ; the 
G.I.P. on 1 October 1929 ; and the E.B. on 1 April 1930. The 
old system under which the chief a?uditor was also the chief 
accountant of the railway gave place to two officers,' a chief 
accounts officer and a chief auditor on each railway, controlling 
respectively the accounts and audit departments. The coordina- 
tion of these departments at the toji was done by the Controller 
of Railway Accounts under the Financial Commissioner, 
Railways, and- the Director of Railway Audit under the Auditor- 
General. Simultaneously with these developments on the state- 
managed railways was pursued the policy of strengthening the 
Government audit of the company-managed railways. 
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The clfect of those devolopniciits was to inoveaso tlie total 
expenditure under accoiuits and audit. Most of the ehaugi'S were 
introduced as a permanent policy only in 1929. The consec,uont 
increase in expenditure may, as shown in doable 69, he asceidaiued 
by comparing the cost of railway accounting and auditing in 
1924-5 and 1929-30. The total cost of the accounting and 
auditing on the State-owned railways amounted to Ms. 103-14 
lakhs in 1924-5. The expenditure increased to Rs. 138-6o 
lakhs, or by 34 per cent, in 1929-30. Tlie cost uiereasod still 
further iii 1930-1 and the expenditure amoimted to Rs. 147 lakhs, 
or 43 per cent higher than the basic figure. It is no wonder, 
therefore, that the Railway Retrenchment Sub -Committee 
found the growth of expenditure on accounts and audit taken 
together ‘staggering whether taken by itsoll, or m comparison 
with the growth of milage, or the receipts and expenditure 
accomitod for and audited by this establishment, or of other 
railway expenditure which is most analogous to it, namely, 
charges included under the head “General administration”.’ 

TABLE G9 EXPENDITURE ON RAILWAY ACCOUNTING AND 

AUDITING 


(Rs. in thousands) 



1924-5 

1929-30 

Increase 

% of 


Rs 

Rs 

Rs. 

1924-5 

Headquarters office'-® 

2,23 

4,97 

2,74 

223 

State-managed railways : 

(a) Accounts 

59.00 

70,89 

17,89 

18U 

(h) Audit 

1,59 

8,38 

6,79 

527 

Total 

00,59 

85,27 

24,68 

141 

Company-niaiiaged railways : 
(a) Accounts 

38.53 

46,49 

6,96 

118 

(6) Audit 

1,79 

2,92 

1,13 

163 

Total 

40,32 

48,41 

8,09 

120 

Total : 

(a) Accouni.s 

97,63 

124,90 

27,43 

128 

(6) Audit 

5,61 

13,69 

8,08 

244 

Total 

103,14 

138,65 

36,51 

134 


>3 Railwuu Rctmichnu'iU Ruh-Oommi*ice Bawl.p. 18. Thosub-oo.nmlltoe stated in llwii' 
iMnort. that 'tlio Finiwicial Conwniasionor himself agreed that too nauch -was beuig spent on 
noeouiiLa and audit comhmod ami that thore was definite room for eponomy.’— Ibid., p. 19. 

' 13 Under the term ‘Hoadiiuarlors oflleo’ are iiududod tho cost of the establishtnont 
of the Aeeountant-Ooiioral, Railways, prior to 1928, and the cost of the establislimonta 
Ilf till! Ctinti'ollpr of Railway Ac.eomd.3 and Uio Diioftor of Railway Audit after that date, 
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That tho coinbiiiotl system was more econo imtvil in direct costs 
is indisputable. This is proved by the fact that the separation 
had on all railways resulted in mci-eased direct costs. 
Proposals for sopai’ation were advocated on grounds of savings 
which were ultimately expected to amount to P^s. 1,97,000 
per annum after meeting the cost of audit and of ‘several lakhs 
of rupees in other than establishment charges.’ These hojics 
proved illusory and tho immediate I’esiilts were merely dupli- 
cation of staff and work. Granting all tho theoretical and 
practical advantages of the new system, they were not, as 
the sub-committce stated, worth the price paid, and Indian 
railways could not ahbrd to have the separation unless con- 
siderable economies were 011601001 .*“^ 

There are two facts to be observed about tho exjiendituro 
on accounts and audit, given in Table 69. Firstly, the rate 
of increase in the cost of accounting and auditing on the state- 
managed railways is very much more than that on the com- 
pany-managed railways. The increase during the seven years 
ended 31 March 1931, on the former was Rs. 23 lakhs, or 39 
per cent ; on tho latter it was Rs. 8| laklis, or 22 per cent. 
Secondly, the high proportion of the cost of audit to the cost 
of accounts on tho state-managed railways is to be noted. 
It was about 16 per cent in 1930-1 for those lines as compared 
with about 10 per cent for the company-managed railways. The 
proportion of the cost of audit to that of accounting in 
other government departments was verjr much less, and in 
the case of anny expenditure it worked out at about 4 iier 
cent.-^^ 

The trends of expenditure on accounts and audit during 
the ' depression reflected, despite the recommendations of the 
Retrenchment Sub -Committee and the economy measures 

Cf. ‘Wo rami rouogmzo that the cost of nmbt, excluding tlio cost on company 
managed railways, is at pro.sont Rs. Ui laklis ami tliat practically tlio wliolo of it can lie 
saved by amalgamation. IVe aro ilefinitoly of opinion that wo cannot in tho present 
financial ou’cumstancos contoinplato tlio nontinuanco of tho proaont system if wo liara 
to pay this price. Unless, therefore, considorablo oconomies citn be offocted in the exiblfng 
organization of audit and acooimts eombmed, we fool it^our duty to say that, wl)iitO''’<’i' 
the theorotioal advantages of tho present system, it is not one that Indian iwi'lw.n s 
can affoi’d at prosont .’ — Railway llolrenolim&nt Sub-Ooinmittee Report, para 65, p. -E ' 

Ibid., para 55, p. IS. 
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jjui'Hucd, a fuHliei' increase, 'flie incrca-ie* ui ilu' cosi^ ol audit 
was even more proiiouiKicd.^'’ 

The findings of the Wedgwood CominiUee Un'ow more light 
on the effect given to the sub-committee's recommendations 
six years earlier. The Wedgwood Committ^iu'. found that tlic 
reductions in tlie accounts departments were somewlmt obscured 
by the fact that they had taken ovcv a good deal of i,he 
statistical work froiu Agents as well as certain act‘ountancy 
work which was previously done department ally. If allowance 
was made for this additional work, the real reduction would 
amount to something like 10 per cent in the number of the 
accounts staff of the state-managed railways, including the 
office of the Controller of Hallway Accounts at Delhi. Even after 
taking this factor into consideration, tlie accounts departments 
ol' the State-owned railways, according to the conimitieo, were 
‘unduly expensive’. The aceonnts expenditure amounted to 1’47 
per cent of the gross receipts on the state -man aged railways and 
to 1'20 jier cent on the company-managed railways. The corres- 
ponding figures for the two largest British railway companies 
amounted to only 0-95 per cent. These figures, the committee 
concluded, “disclose a case for a careful scrutiny of expenditure 
on the accounts departments of the Indian i-ailways.’^’ 

The cost of the audit and accounts departments since 1936,-7 
does not indicate any improvement. The expenditure on State- 
owned railways (excluding the Burma Railways separated in 
1937-8) as shown in Table 70 denotes an increase of 52 per cent as 
compared with 1924-5 and 13 per cent as compared with 1929-30. 


This is clear from the expenditure on railway accounting and auditing during 
1929-35. The details are as follows : 


EXPENDITURE ON RAILWAY ACCOUNTING AND AUDITING’" 

{In lalhs of Rs, ) 

Audit Accounts and audit C.R.A. Total 


1929-30 

13'7U 

1.19 80 

1930-1 

17-87 

1,20-33 

1931-2 

19-00 

1,27-61 

1932 3 

19-20 

1,20,32 

lfl33-<l 

17-70 

1.23-33 

UUM-.O 

17-77 

1,30-26 


* Extracted from tho Riuigol papers. T1 
Iteludo hdary cut. 

Kahiirnotl OomiHdh'i' Rppm't, ptira 07, p, 31 


2-58 

1,30-11 

2-81 

], 47-00 

2’ 93 

1,50 23 

2-88 

1,48-40 

2-58 

1,48-07 

3-13 

1,61-10 


iiguroa from 1981-2 onwards do not 
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TABLE 70. EXPENDEPITBE ON AUDIT AND ACOOUN'PS ON SIWCE 

O^VNED BAI LAVAY.S-' 


(E\f)LaD]N<} THB BtrKMA RAILWAYS) 
(/?! O/'/iS of Its.) 


Year 

Aiiflit 

Aecouiits anti Audit] 

C.B.A 

'rolui 

1924-.') 


94-10 


99 71 

1029-;!0 

19'70 

1 17-92 

2 .58 

134 -20 

I!):i5-t5 

17-1).') 

I29.')7 

2-62 

149-24 

1996-7 

I(r99 

1.90 89 

2 73 

160-01 

] 997.8 

16'67 

194.57 

2 74 

153 98 

1998-9 

17 27 

192 2.5 

2 60 

152 IS 

1999-10 

Ki'SO 

] 99 30 

2-00 

1,52 22 


’• Compiled Iroin tho Railway Biiilgol pai>cr.s Tlui salary outs are not included. 

I IncUideb audit condiieted by tho btalt of eoinpaiiy-inaiiagod railwayn Tho 
conesponding oxpoiidituro ol stiito-iiiauagaLl ivulwaya is inoliielod uiidoi' the pi'ovious 
head. 


It should bo clear from this survey that, in .spite of ro- 
tronohment in expenditure and other measure.? of economy, 
the cost of general administration could not be reduced materi- 
ally from the higher levels to which it had risen during the 
pro-dopros.sion years. The administrative expenditure of many 
departments, stood high during 1929-30, as comiiared with 
1924-5, The percentages .stated in Table 71 indicate Uiat 
even after six years of d6pre,ssion and an inteihsivo jmrsuit 
of economy tlic ineroa,so persisted. Tho expenditure incurred 
on many departments in 1929-30, as compared with 1924-5, 
represented a largo increase under most of tlie heads. Dis- 
cussing the cost of general administration, during 1924-30, 
the Hailway Retrenchment Sub-Committee found the increa.se 
‘very much higher than the growth in other main heads of 
working expenses’, namely 21 per cent. There was a decrease 
of Rs. 45 lakhs under repairs and maintenance and an increase 
of only 7 per cent under operation (excluding fuei).^® Rven the 
increase in the milage did not warrant so great a rise in cost. 

Tho BxpondiUu'6 on operation takes into aepoiuit tho ‘tho fact that the working 
expenses of 1924-5 socured a bBiiofiVtO' tlio oxtoiit of (o) Ra 141 lakhs, on ar oouiit otOw 
ileolsion that railway compamas were not liable to pay oustoms duty on stores imported 
for a State railway as a result of wliioh past payments wore rofunded, and {&) Hs. 3S lakhs, 
on. account of payment from tho railway reserve fund of tho coat of -writuig down cerlnin 
stores to tliair market value.’ — -Itailwin/ lieltvncliment Sub-Commillee Seporf, para 94, 
p. 32, 
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The additional milage was 3,100 or 11 per centd^ But, as tlio 
snb-committce pointed out, one ‘slioidd ordinarily have ex- 
pected that additions to milage would not increase the costs 
of administi'ation to the same oxtont, but admiiiistraiion 
charges have been increasing at a more rapid rato.’“‘’ 

TABLE 71. EXPENDITUETi] OX GENEBAL ADMTNJK^'B A'lTON BY 
OEPABTMENTB. BTATE-OWNEB TtAILWAYW*- 


(A’.s- in laliifi) 



U)24-r> 

1929-30 

%of 

1935-6 

%of 


PvH. 

Rs 

1924-5 

Rs 

1924-5 

Agency 

86 63 

54 46 

149 

46-79 

128 

Audit and accounts 

{)7-53 

122-38 

125 

133-84 

1.37 

Cash and pay 

J2-47 

14 19 

114 

11-22 

114 

Stores depariiucnt 

48'02 

62 20 

130 

59 40 

124 

Engineering department 

196 30 

233 83 

119 

223-33 

114 

Locomotive department 

122 35 

152 46 

125 

146-57 

120 

Carriage & wagon department 

48 72 

63 19 

130 

72.00 

148 

Traffic department 

125 69 

140 65 

112 

132 11 

105 

Medical department 

36 82 

45 31 

123 

51 52 

140 

Steam boat service 

4 09 

4 32 

106 

4 22 

103 

Telegraph department 

64 95 

64-80 

100 

49 46 

76 

Police 

46-02 

55 36 

119 

52 84 

113 

Electric servici* department 

, 

7-86 


9 41 

London board e.stablishmenl 

16-15 

9 79 

61 

9 04 

56 

Govcriimoiit supervusion 

10 53 

11-31 

68 

11 67 

71 

Provident fund contribution 

155-15 

181-11 

117 

196-58 

127 

Gratuities 

82 38 

70 44 

86 

86-10 

105 

Publicity oxpcn.ses 

. . 

16 39 


10 21 


Other expenses 

122-30 

128 08 

105 

. . 



* Kailway Budget papei'M 


Wc may compare the cost of general administration with 
the opei'ation charges (excluding fuel), which fluctuate with 
the milage worked, and reflect the effects of the fall of prices of 
consumable stores. The total cost of operating staff, including 
running staff, office staff and other staff, had gone up by about 
Bs, L‘75 crores, or about 16 per cent. As compared with this, 
the increase in the cost of administration was greater. Among 
the items in which the increase of expenditure by 1929-30 was 
most pronounced were Agency, recording an increase of 49 per 


dMOmiloTovlf'! 1 exceeds that in 1924-5 by 

liUlQS, OVGT XyiUQ jnilGS of tniS WQT6 d.UO to tllQ ■nnroVmwft nP fhin n«^TU4 TTwxT-L^n X?" n 

«d Southern P^jab RaUwayB, which were Suy Ztod by 

Sub-Oommittee Beport, paras 94-6, pp,32-3, ^ ’ 
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cent ; stores 30 per cent ; engineoring department 19 per cent ; 
locoinotive department 26 per coiit ; and carriage and wagon 
department 30 ijor .cent. The increase in expenditure on the 
last department had little to do with the reorganization 
consequent on the State Railway Workshop Committee’s 
recommendations. The sub-committee concluded their review 
by stating that administrative expenditure was ‘fai’ too high’ and 
desired ‘most emphatically to impress upon the Railway Board 
the absolute necessity of reducing these charges.’^^ 

Although these (riticisms were made as early as 1931, the 
position had not imjwoved even by 1935-6. As may bo seen 
from the figures in Table 71, the cost of certain departments 
had gone up rather than down. The percentages of the 
expenditure on audit and accounts, carriage and wagon, and 
medical departments, for instance, recorded a further increase. 
The cost of the remaining departments, with a few exceptions, 
stood, in spite of a decrease, materially higher than 
their basic levels. Administrative expenditure was thus 
on a comparatively higher level throughout. This has to be 
reckoned as one of the most important among the contribu- 
tory factors which caused, during the depression, a serious 
deterioration in the financial results of Indian railways. 

TI, ORDINARY REPAIRS AND MAINTENANCE EXPENDITURE 

We may now turn to the second minor head of railway 
expenditure, ‘Ordinary repairs and maintenance’. Under this 
head is included the cost of all ordinary repairs and main- 
tenance of way and works, rolling-stock, machinery, plant 
and equipment, etc. The annual expenditure under this item 
for all State-owned railways during 1924-36 may be seen from 
Table 72. The total expenditure on ordinary repairs and 
maintenance in 1924-5 amounted -to Rs. 18'] 0 crores, and 
except for a reduction in the next year, it was fairly stable 
around that figure. In 1929-30, there was an increase of 2 
per cent to Rs. 18'43 crores. 

Sitilwciy JRefrenohriipnt Snb^C'ommiltce Report, par.a 98, p, HS 
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Tho principa] featiiro Idio (lcpi'e«si()ii was a auii- 

sldcrable reduction iii ilie total cost. oJ’ n'.pairs and luahitonaneo, 
which amounted to 22 per cent ni 1931-2 itsell. Jduring tho 
next four years there was an increase in this expenditure, 
which stood in 1935-6 at 88 per cent of the basic ligure. It 
should be borne in mind, however, that in comparing the cost 
of repairs and maintenance, allowance must be made for tho 
increase in milage and other extensions and aflditions to rail- 
way property and equipment. 

TABLE 72 EXPENDl'PURE ON ORDINARY REPAIRS AND 


MAINTENANCE, STATE-OWNED RAILWAYS'* 
{Rs. in crores) 

(1924-5 = 100) 


Year 

Rs. 

% 

Year 

Rs. 


1924-5 

18']() 

100 

1930-1 

17 57 

/D 

97 

1925-6 

17 18 

95 

1931-2 

UTl 

78 

1926-7 

18T6 

100 . 

1932-3 

14'69 

B1 

1927-8 

18 05 

100 

193.3-4 

14,99 

83 

1928-9 

1811 

100 

1934-5 

15 94 

88 

1929-30 

18'43 

102 

1935-6 

15 88 

88 


The for the period 1924-29 are taken from the accounts figures in the budget 

papers, ^ Those for 1920-35 are taken from the JPuuinciul Coi 7 if}u<ts‘ioytcr^s ReviciVis 
of each yeai', and have boon recast to allow for tho dsduHtion of orcclitK from released 
materials on tho same basis as duinng previous years Tho figure foi 1935-0 has been 
arrived at by deducting from Rs 16 08 croros credits amounting to Rs MO crores. 

■Expenditure on ordinary repairs and maintenance on tho 
principal fetate-owned railways since 1924-6, as shown in 
Figure VI, indicates a decrease during the pre- depression period 
itself on four state-managed and two company-managed rail- 
ways. The effect of the economy measures and retrenchments 
adopted at the commencement of the depression is seen in 
the abrupt decrease in the expenditure of all railways systems 
during 1931-2. But from 1932-3 onwards there was a steady 
increase on four company-managed railways. The A.B. recorded 
a phenomenal rise, while the B.N., B.&N.W. and M.&S.M. had 
lowei hut substantial rates of increase. The state-managed lines 
on the whole remained below the basic levels. The growth of 
expenditure on the E.B. since 1 936 seems to he rather exceptional. 

There are four abstracts under which the expenditure on 
ordinary repairs and maintenance forms an important minor 
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KifiaiiR vjr coM'i’ Ob’ ordinary repairs and maintenance 

RLM-;5(>, (STATE-OWNED RAILWAYS) 

STaIEHANAGED RAILV^AVS COMPANi HAN/^Ijcu RAii./»A> Ii324.5-ii>« 

» 6 u r I? 9 19 ^ » IP IQ-’ II I D ■* » S )5 b 35 6 16 ? » S IB 9 » jO jQ.l jl j 32 3 33-» 34 i 3S « U & U 7 27 8 18 f M 3C 10 1 11 3 31 I IJ « D 1 IS 9 
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head, namely, Abstracts A, B, a5id tt The pcroontago vai'iatioiis 
for each railway undej’ these al)stracts are shown in Figure VIJ. 

There were wide Hiietuations in tlio expenditure on ordinary 
repairs and luaintonanco under Abstract A"^ not only between 
railway administrations but on the same railway from year 
to year. Among the stato-nianagod railways the pei-eentage 
for the Burma touched- the peak of 171 in 1928-9, while among 
the company-managed lines the A.B. had the highest level 
from 1929-30 onwards, a suddon decrease in 1930-1 being 
followed by a steady increase to 204 per cent. The S.I., 
M.&S.M. and B.N, disclosed a tendency towards a higher level 
from 1930-1 onwards. Only on the B.&N.W. and B.B.&C.I. 
was the cost of ordinary repairs and maintenance below the 
basic levels. The six-year averages for 1930-6 reflect a con- 
tinued general increase on the N.W., and three company- 
managed lines, the A.B., M.&S.M. and S.I. 

Another feature referred to earlier is also exhibited by 
this abstract; that there was among the state-managed rail- 
ways a uniform reduction in expenditure. Four out of the 
five linos showed large decreases and only the N.W. had on 
an average a higher percentage during 1930-6. All the com- 
pany-managed railways, except the B.B.&O.I., recorded, as 
shown by the percentages, a much higher level of expenditure 
in 1935-6 as compared with 1929-30. The state-managed 
systems, on the other hand, kept their expenses substantially 
below even the 1924-5 levels, and the !N.W. itself oftected 
a reduction of over 30 per cent on its own figures of 
1929-30. 


as uiidCT ‘Oi’dmoi’y repairs and maintonance’ 


aiviaott 


‘‘If SS 

We^er-s tools and plant; (5) aorvice motor cars and trollies ; 

(3) Conservftney of nvors. 

(4) Plantations, nurserios and gardoiia 
(d) Now minor works. ' 

^ HtorcH';*^p)”(*iUwintS(^'^'^ * revoimo stores; (b) losses of oasli and 
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The increase in the cost of repairs and maintenance under 
Abstract affected only certain systems on which the peak 
was reached during 1929-30. On the others, namely, the 
B.B.&O.I., S.I., G.T.P. and N.W., there was a decrease during 
1 924-30 itself. The percentage variations on company-managed 
lines were greater, and the large increases on the A.B. and B.N, 
dese]'vo mention. The variations on state-managed lines were 
more restricted. The six-year averages indicate larger expen- 
diture on the A.B., B.N., Burma and E.I., and decreases ranging 
from ] 1 to 28 per cent on the others during the depression. 


TABLE 73. SIX-YEAR AVERAGES OE EXPENDITURE ON ORDINARY REPAIRS 
AND MAINTENANCE. UNDER ABSTRACTS A, B & 0 ON STATE-MANAGED 
AND COMPANY-MANAGED RAILWAYS >= 


(Ss. in lakhs) 


Slate-managed 


1021-5=100 
Company -managed 


Railways 

1914-5 

Bs. 

1924-30 1030-G 
Average Average 
% % 

Ine. or 
dec 

0/ 

/o 

Railways 

1924-30 1930-6 
1924-6 Average Average 
Bs. % % 

Inc. or 
doc. 
% 

Burma 

30-95 

135 

120 

Abstract A 

- 9 A.B. 

11-83 

127 

173 

46 

E.B. 

67-78 

104 

86 

-10 

B.N. 

61-78 

118 

125 

7 

E.I. 

UO'OO 

90 

79 

-11 

B.B.&C.I. 

57-14 

101 

96 

- 5 

OI.P. 

82-72 

108 

99 

- 9 

M.&S.M. 

32-94 

120 

139 

19 

N.W. 

110 05 

105 

109 

4 

S.l. 

22 00 

101 

136 

34 

Burma 

11-68 

112 

120 

Abstract B 

8 A.B. 

3-37 

no. 

210 

40 

E.B. 

26 01 

118 

105 

-18 

B.N. 

30-89 

126 

138 

12 

E.T. 

76-41 

113 

116 


B.Q.&O.l. 

74 05 

92 

69 

-23 

G.I P. 

87-78 

88 

00 

-28 

M.&S.M 

-14-30 

108 

97 

-IJ 

N.W. 

131-46 

82 

09 

-13 

S.l. 

28-46 

98 

86 

-13 

Burma 

19-93 

109 

69 

Abstract 0 

-40 A.B. 

4 42 

130 

172 

42 

E B. 

21-18 

151 

131 

-‘20 

B.N. 

08- .52 

90 

84 

- 6 

E.L. 

174-92 

76 

52 

-24 

B.B.&C I. 

63-98 

94 

78 

-10 

G.I.P. 

76-81 

103 

76 

-28 

M.&S.M. 

34-09 

106 

83 

-23 

N W. 

97-42 

91 

74 

-17 

S.l. 

24-09 

85 ' 

64 

-31 


'■ Peroentago-s calculated on figures taken from the Railway Board's Report, Vol, II, 

Abstract was characterized by a general decrease in 
the cost of repairs and maintenance. But two railways, the 


““ The repairs and maintonanoe expenditure under this abstract is grouped as follows : 

(1) Locomotives : (o) running repairs ; (6) workshop repairs; 

(2) Rail motors : (a) i;|mnmg repairs ; (b) workshop repairs. 

(3) Equipment • (a) machinery and tools ; (6) servioo motor cars and trollio.s ; 

(e) furniture. 

‘Ordinary repairs and maintenailoo’ under Abstract C is olosaifled into five beads ; 
(a) ooaohing vehicles ; (6) goods vehicles ; (c) ruiuimg ropau's to foreign railway vehicles ; 
id) equipment ; and (e) new minor worlis. Here also repairs are classified into ‘running’ 
and ‘workshop’. Equipment includes, the same hoada as under tho previous footnote, 
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A.B. and E.B., recorded an increase to very high levels. The 
six-year avej’ages relleci substantial reductions on all railways, 
with the solo exception of the A.B. which stood 42 per cent 
higher. 

W^o may now jn'oceed to sumiiiarizo the main trends ol 
cxpenditiiro under ordinary rej)au'S and niaiutciunice. J.he 
expenditure under this head may he eonvenieutly grouped , 
undei- three broad heads, namely, (a) way and worlis, in- 
cluding the cost of maintenance of all structural works, (6) 
rolhng-stoek, and (c) macliinery, tools and plant. 

The expenditure on- the maintenance of way and works^® 
for all State-owned railways amounted to Es. 5-56 crores in 
1924-5. The cost of this item during succeeding years varied 
as shown below. 

TABLE 74:. NET EXPENDlTDEli ON WAY AND WORKS''' 
(State-ownjsd Railways) 


Year • 

% of 1924-5 

Year 

% of 1924-6 

1925-C 

93 

1931-2 

83 

1926-7 

101 

1932-3 

113 

1927-8 

112 

1933-4 

116 

1928-9 

121 

1934-5 

121 

1929-30 

116 

1935-6 

119 

1930-1 

108 




* figures ior the per-oontogos arc taken from Bailway Budget papers Owing to 
accounting changes the figm-es ol' 1932-0 are not strictly comparable with those of 
previous years. 

There was a definite increase in the cost of repairs and 
maintenance of way and works which amounted to 21 per 
cent in 1928-9 and 15 per cent in 1929-30. The real decrease 
took placo in 1931-2 vEen a reduction of 17 per cent was 
effected and the cost brought down to 83 per cent of 1924-6. 
But expenditure returned to levels Mgher than those of previous 
years. iSomo increase on account of additional track milage 
was inevitable, but tho increase in expenditure was substantially 

25 Tho ospeiuhtiivo on ropait-K ami mtiiutaminoe uudor Abstraot F relates to telegraph 
ixmi oUior m^uipinont, and as tho amonnt mvolvod 1.4 small, repro-senting only a fraction 
of tho ordinary working expouhos, it w not oxaimnod hero. 

.. »» Approximately cowwtmg of tha simao items of expondlturo as those stated in 
footiayte 23. 
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more than was justhiod on this aocoiail. Idle tcaek of the 
ten Siaio-ownod lines was 9'70 per cent higlicr in J 929-30, 
and J2'47 per cent in 1935-6.^^ 'fhe percentages of (^xjiendi- 
ture on way and woi'ks indicate a much higher love], except 
during 1931 -2. 'Crack, it should be remembered, is only one, 
though admittedly the most important, of many items of 
structural works. The increase is rather sur])rising in view of 
the general decrease of expenditure on ordinary I'epairs and main- 
tenance during the depression period. The attempt to over- 
take arrears of maintenance may have inflated the figures 
of 1934-6, and this certainly doe.s not affect the figures of 
previous years. 

The second head, rolling-stock, includes the cost of repairs 
and maintenance of locomotives (steam and electric), traction 
equipment, electric multiple unit stock (excluding traction eqniji- 
mont), rail motors, coaching vehicles, and goods vehicles. 
The percentage variations in the cost against each of these 
classes of rolling-stock during the period^® were as follows ; 

TABLE 75. NET EXPENDITURE ON ROLLING-STOCK^ 

(State -OWNED Railwaya) 

(1024-25=100) 



KUo fi 

lO-'O 7 

1027 8 

1028 0 

1020 30 

1030 I 

1031 2 

I032-.I 

108.1 4 

103! 5 

1080 0 

Locomotives 

94 

100 

05 

99 

105 

107 

89 

80 

80 

88 

91 

Coaching vehioloa 

08 

105 

101 

93 

90 

91 

78 

77 

78 

83 

85 

Gooda vehiclos 

101 

95 

78 

81 

78 

82 

03 

02 

03 

09 

74 

Net rolling-stock 

94 

98 

92 

90 

93 

88 

73 

80 

78 

83 

84 


*P6rcentages calculated on figures taken from the Railway Budget papers for 1020-38. 


The expenditure on rolling-stock was generally on the 
decrease during the period. By 1928-9, the cost of repairs 
and maintenance under this head had drojiped by 10 per cent. 
After a slight increase in the following year, there was a further 

The track milage oT five stafco-managad and five company-maiiagod railways com- 
pared during the period as follows : 

1924-5 1029-30 lnoreu .=0 

State-managed railways 25.906 28,270 2,311 

Company -managed railways 15,964 17.708 1,764 

Total . . 41,910 46,984 4.006 

9 

The expenditure on rail motors, included under locomotives prior to 1932-3, wa.s 
stated separately thereafter, and tliorefore for strict comparison allowanoo must he made 
for this, 
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decrease, the percentago touching 73 in 1931-2. Fi’oin this 
level there is seen a rise in'the percentage to 84 in 1935-6. The 
cost of repairs and maintenance ol ioenniotiVes stood on a 
uniformly higher level as, compared with that of coaching and 
wagon stock. The largest decrease occurred under wagons. 

The third item undei- repairs and maintenance is ‘Machinery, 
tools and plant, and miscellaneous’, embracing a large number 
of miscellaneous transactions, such as the cost of the equip- 
ment utilised in connexion with the maintenance of structural 
works, locomotives, carriages and wagons, electric power, 
steam boats and ferry services, traffic department, and tele- 
graphs. ‘Miscellaneous’ refers to the expenditure in connexion 
with such transactions as carriage of revenue stores, losses of 
cash and stores, and other items not classified elsewhere. Owing 
to a change in aceountmg, statistics of expenditure under this 
head are available only up to 1931-2. Net expenditure under 
‘Machinery, tools and plant, and miscellaneous’ during 1924-32 
increased by 5 to 13 per cent, except for two years which re- 
corded a decrease. 

PERCENTAGE VARIATIONS OF EXPENDITURE ON MACHINERY, 
TOOLS AND PLANT, AND MISCELLANEOUS’*' 
(Statb-ownisd Railways) 

(1924-26=100) 

1925-6 1926-7 1927-8 1928-0 1929-30 1930-1 1931-2 
Net expenditure on 10.6 111 107 98 111 U;i 86 

macliincry, tools & 
plant, and misc. 

* Percentages calculatoU on figures taken from Railway Buflgofc papers 

During the dgpre.ssion the cost of repairs and maintenance 
came under drastic retrenchment. The extent to which ex- 
penditure was curtailed is clearly indicated in the accounts 
of every railway administration. The trend of traffic receipts 
during 1930-1 foreshadowed the severity of the depression 
and the railways took prompt action in cutting down their 
costs. Economy was a'etempted in the repairs and maintenance 
of track, buildings, residential quarters, station maebinery 
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and rolling-stock, livery railway, to quote tlie (lonimissiouers 
of the Railway Roard, carefully considered 

‘the sealcM of eouHUinatjle mtoi'es, tools and plant with a view to reduction. 
Cheaper substitutes liave been experimented with Scrap material has 
boon reclaimed and reeondil,ioned and bronglit into use. The strength 
of the permanent way gangs and level crossing gato-nion has been carefully 
examined and reduced wherevei possible Ricpairs to staff quarters, build- 
ings and btidges have been drn.sticallv curtailed Only essential minor 
vvorlc.s have heen nnrlortakeii lloUing-, stock has been laid up when not 
required The period betwemi overhauls has been mcroased. Overtime has 
been reduced in workshojis and sheds Short time has been introduced in 
many workshop, s. Rome I'ailways have dosed certain workshops altogether.’®® 

By 1933-4, the effects of the postponement of essential 
expendituko had begun to Be experienced and some increase 
in the cost of TO])airs and maintenance had to be provided for. 
In the following year, the Railway Member stated that 

‘to the extent that reductions represented merely a postponement of ex- 
penditure, the time is soon coming, if it has not already come, when it would 
bo un wise and indeed unsafe to postpone it any longer 

The statistics for 1930-2 reflect the effects of these economies. 
The cost of repairs and maintenance of way and works and 
rolling-stock touched the lowest point. The net cost of way 
and works compared with 1924-5 was down by 17 per cent in 
1931-2. Not rolling-stock expenditure recorded the largest 
decrease of 27 per cent, while neff machinery, tools, etc., stood 
14 per cent lower. The position on individual systems also 
indicated considerable reductions under repairs and main- 
tenance. Compared with 1929-30, expenditure decreased sub- 
stantially on most of the railways. Only the Assam Bengal 
had an increase. The largest decrease occurred during 1932-3. 
Measured by the standards of 1924-5, the extent of curtailment 
during this year on the S.I., and B.T., was 37 and 39 per cent 
respectively, while on the E.B. and B.B.&C.I., it amounted 

Explanatory Memorandum to Railway Budget, 1932-3, p. 5. 

Budget speech for 1934-5. The Explanatory Memorandum stated that the major 
eoonoBaiea that the railways could hope for immediately have already been realized and 
that Lo the extent that such economies were of the natu?e of postponement of expendi- 
ture, the time when this expenditure ha.s to be undertaken comes oven nearer and has 
in certain oasos already oomo.’ 1?, 1 1, 

38— 1514B 
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to 22-3 per cenk Wiili the oxeeptioii of (he A.l>., M'liieli had 
an ineroaso of 50 per cent, all I'ailways rogisica'cd iigurcn lenf 
than in 1924-5. How theae economics wci'c renlizcd was tlm? 
connnented n])on bj'' the Director of llailway Audit : 

'A considoraWe portion of tlu; oconoinic.s ori'ceied hero is nn't'cly of IJk' naliin 
of postponement of repairs and inamtenauee ('X]K'udifciire, not liclc 
to be emergent at. ]n'eReul. Xiicli po.stjionement i a.nnnt go on indefinitely 
and sooner or later, the po.stponed expendibuic mil take its veugennee ii: 
the shape of nil, safe permanenf. way and .stock, iiiid piobably, inciea.sed ex- 
pepditure as ivell. .. On one of the major I'aihv.iys an excess of Its d'G-l 
(lakhs) has had to be explained <is due to heavy repairs (to rolling-stock] 
found uece,ssary on account of postponement of repairs in previous years.’ 
The engineeiing authorities of five railway.s (Burma, B.N., S I., E.B and 
A B.) have not found it possible to issue clear certificates in respect of the 
condition and standard of maintenance of the permanent way, volling- 
.stock and other assets of the raiUvay. It is possible that in some cases 
at least, the principle of ‘‘Safety First” might have been sacrificed at the 
altar of so-called ‘‘economies”, it is pointed out that this policy would be 
extremely ill-advised as the postponed expenditure will, in any case (and 
probably in greater amount), have to be incnired later on.’^i 


During sticceoding years it will bo noticed that expenditure 
on repairs and maintenance tended to increase on all railways. 
This was inevitable so far as part of the economies 'consisted 
in the postponement ,of necessary expenditure. With the 
exception of the G.I.P., which showed a decline, increases 
occurred on all railways under repairs and maintenance. The 
Director of Railway Audit i‘emarked in succeeding reports 
upon the refusal of the engineering authorities on certain 
railways to give clear certificates as to the condition and stan- 
dard of maintenance of the assets.^^ ]gy position 


Railway Audit Report 1932-3, para 18, p. 18, 

== CJ Railway Audit Reports, 1038-7 (on the aoooimta of 1938-6) : ‘Tho eiiginoormg 
authontios of at least four railways {u«„ the Assam Bengal, the Burma, tho 
Bastorn Bongah and tho South tnd.an) have not again found it passible to give 
oloar oortihoatos as to the coiKlition and standard of mamtenanco of tho assets of 
their railways.’ (Railway Audit Report 1930, para 193, p, 77). ‘In June 1034 tho -Rndwov 
Board mformod tho adminfetrations that if a oaso could be made out their ^atisfaT- 
tion that expondituro wa-s necessary in tho intorests of safety, they would be proparod to 
sanction extra fun^for the purpo^ In the year under report extra expenditoo has 
been incurred m tlm direotipn. Tho position has thus improved, but tim onSeZl 
autlioritioa of throe railways (aij,, the Assam Bengal,, the Burma and the Eastern BonmU 

Suolucroni oCeU condition and stLdS of 

iimintwauco ot-choasHCUon thoii laibvayfe. {Hatlwa^ MeportlQM,-t> ^^5). In 193.5.(5 

extra oxpendd.ure wau mourred, hut pn two railways, the Assam Bengkl aacl Burma the 
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appears to liavo improved and the Wedgwood (lominittee stated 
that the arrears had been overtaken at the iiTiic of their enquiry.-’^ 
The records of statonnaiiaged and company-managed rail- 
ways exhibit the same features as those mentioned under 
general adnunistration. The six-year group averages for 
ordinary repairs and maintenance, shown below, indicate a 
general decrease during 1930-6 on the state-managed lines 
under all the three abstracts concerned A, B and C, The 
company managed lines recorded a further increase xinder 
Abstracts A and B — a very largo one indeed under the former 
— and a decrease under Abstract C. 


TABLE 76 EXPENDITURE ON ORDINARY REPAIRS AND MAIN- 
TENANCE ON STATE-MANAGED AND COMPANY-MANAGED 

RAILWAYS 


(1924-25=100) 


Abstracts 

A 

B 

C 


State-managed railways 
1924-30 1930-6 Inc or dec. 

Average, Average 
108 4 99'6 - 88 

102 6 93'<8 - 8 8 

106-0 80 2 - 25 8 


Company-managed railways 
1924-30 1930-6 Inc or dec. 

Average Average 

113 4 133-0 20-2 

120-6 121 6 1-0 

101-0 94 2 -6-8 


III. OPERATION 

The next group of railway expenditure, classified under 
the head ‘Operation’, includes the disbursements made by 
railways for purposes connected with actual operation. The 
expenditure on operation is subdivided into two heads, ‘Opera- 
tion excluding fuel’ and ‘Fuel’. 

The cost of operation, excluding fuel, stood in 1924-5 at Rs. 
15'64 croros. From the next year, as shown in Table 77, 
there was an increase which amounted to 10 per cent in 1928-9, 
and 13 per cent in 1930-1. The emergency and economy 
measures and lower prices during succeeding years hrought 
expenditure to the basic level by 1934-5. 


cjaguieormg authorities could givo only qualified certificates as to tho condition ami 
maintenanoo of the assets. {Mailway Audit RepoH 1937, para 36, p. 17.) 

‘We ai'o assured. . .that arrears of this kind (non-ossontial repairs) have m general 
been overtaken.’— Wedgwood OommiUce Beport, para 26, p. 15 . Reviowuig the oxpenditia-e 
under Abstract A, tho oommittoo found an overall recluation of 20 per oent had boon 
effected by 1936-0 as compared -with 1029-30. As tho arrears were stated to have been 
overtaken, the decrease was deemed by them ‘real economy’ and ‘very oreditable’, 
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TABLE 77 EXPENDITURE ON OPERATION (icxchthiku 10, el) 

(HtATE-OWN'E'D 11 \I1AVAYS) 


(lls in (tohO 


year 

R,s. 

0/ 

/o 

Ycifi 

Rs 

11/ 

/II 

I024-.5 

15',54 

100 

1930-1 ■ 

17 60 

113 

1925-6 

16 44: 

106 

1931-2 

16 21 

104 

1926-7 

16-27 

10.5 

1932-3 

15 62 

101 

1927-8 

16-24 

105 

1933-4 

1 5 69 

lOI 

1928-9 

17-16 

110 

193-1-5 

15 -19 

100 

1929-30 

17-05 

no 

19,3.5-6 

15 27 

98 


Tho figui'Ob fcom 102-1-32 ai'O UiUoii ti'OUi blio hlvpUtuuloiyMcinuinnda to tlio r.udguU, 
Owing to nn opcoimting cliaiigo Uio (igiivos toi' 1032-0 ai'o (li-^tuilir'd in' tlio in- 
clusiou of pro^’ident fund contnbuliona and lot putpohos of propor (■otnp.in-,i)n, tlio 
figuros have boon takon Irom fcho Fiuani’ial Coimnisbionci'’M adpistod figure's in ins Rt ou'W6. 
for 1033-5 Tho figuros for 1935-t) have boon compilod from tlio .iroouuts ligui't's ut Hio 
year. 


'JTie cost of ojioi'atioii on indivitUuil railways during tlio 
period may be seen fron\, Figure VIII. The tendency towards 
an increase appears to be accentuated on certain linos. This 
was, however, offset by the lower rate of increase on 

the other systems. Between 1924 and 1930, all the railways 
ivith the exQpjdtion of tho E.I.,'^* recorded increased expendi- 
ture on operation. As may lie seen from the trends shown 
in the chart, by 1,929-30 the percentage increases varied froin 
9 to 44. Ex]3endituro during the depression showed levels 
well above those of 1924-5. Even during 1932-3, which re- 
flected the maximum effects of retrenchment and economy, 
the G.I.P., A.B. and S.I. had a comparative incroaso of more 
than 35 per cent. The Burma and M.&y.M. showed percentage 
increases of 29 and 20 respectively, while the E.B. and B.B.&O.L 
recorded an increase of 18 iier cent. Only the E.I. had a 
percentage of 99. Further reductions occurred in following 
years on all the railways, excepting the G.I.P, 

Exjpenditure on*operation forms an important minor head, 
in three abstracts, B, C and E. The trends of exjiendituro 
under these abstracts may ho seen in Figure VIII. A com- 
jiai’afivoly small amount of expenditure is also booked under 
Abstract F, 


f”. of tlio separato figures of tho 

e allowod for the economies attributablo to tho 

liinaign inafcinn Uio two hues* 
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TIk^ cost of operation incurrcfl t.y tlni locomotive depart- 
ment, iiieluding fuel (Abstract 1>) is one of gi'achial decrease 
as compared witli 1924-5. Except on the Bui'ina for two 
years, ] 929-31, and tlie A.B. for 1927-33, all the lines disclose 
a substantial fall. 

Of the several items included undci' this abst ract, the cost 
of running staff and fuel alone acimnnts foi’ more than 90 per 
cent of the total under operation. Fuel, which amounted 
to 50-70 per cent, was the principal factor which contributed 
to the decrease in expenditure on operation as a result of the 
decline in the cost of fuel. Part of the decrease must have 
been offset by the increased engine and train milage before 
the depression. The reduction since 1931 was caused by both 
the decrease in the cost of fuel and the j’educed engine and train 
milage. These are clearly brought out by the six-year averages. 
It may be observed from Figure VIII that except on the A.B. 
and Burma, even by L929-30 the general level had come down. 

'I'ABLE 78. SIX-YEATl AVERAGES OF EXPENDITURE ON OPERATION UNDER 

ABSTRAC'rs B, C & E-f 

(Ri. in laih.'<) 

iState mamyed C'oinpa)ij/-manH(/eil ^ 




1924-30 

1930.0 

luc or 



1924-30 

1030-6 

Inc. or 


102-1 S 

Average 

Average 

dec. 


192-4-5 

Avoi-ago Average 

doc. 

Railwaj'ii 

Rs. 

•0/ 

/o 

/o 

% 

Railways 

Rs. 

% 

% 

% 


t ^ 



Abbtruot B 





Burma 

«G-13 

97 

84 

-13 

AB. 

18-20 

105 

104 

- 1 

B.B? • ' 

75' 2G 

' 83 

74 

-14 

B.N. 

107 90 

88 

80 

- 8 

El. 

228-20 

89 

78 

-13 

R.B.&C.I. 

202- 01 

87 

04 

-23 

G.I.P. 

296-29 ’ 

' 91 

54 

-37 

M.&S.M, 

120 94 

92 

79 

-13 

N.W. 

30-re2 

95 

81 

-14 

S.I. 

95-31 

91 

86 

- 0 





Abstract C 





Burma 

1-83 

99 

110 

11 

A.B. 

0-87 

103 

135 

32 

E.B. 

6-30 

9l> 

113 

17 

B.N. 

11-40 

82 

04 

-18 

E.C. 

34-08 

'66 

51 

-15 

B B.&O.t. 

9-43 

94 

87 

- 7 

G.I.P. 

18 08 

104 

89 

-15 

M &S M. 

3 86 

103 

97 

- 0 

N.W. 

32-04 

t 

87 

-1.7 

S.I 

4 51 

94 

114 

20 



. 


iVb'.tract fi 





Burma 

30-02 

nr. 

12-! 

7 

A.B 

17-01 

118 

125 

7 

E.B. 

73-88 

108 

110 

-12 

B.N 

87 18 

*'9 

101 

— 2 


252- no 

SH ’■ 

79 

— 0 

B B.&C.l. 

120-06 

97 

82 

-16 

G.I.P. 

143 -2.} 

06 

84 

-12 

M.&R.M. 

4 8-90 

’ 109 

121 

-12 

N.W. 

lOl-.P.I 

108 

101 * 

- 7 

S.T. 

40-34 

103 

114 

a 


* PercwilagOH eakiiUlud ou figiu-ob taken R'oitt Railwuij Board's Report, Vol. II. 
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Tlie total operating oxpiuiditure nuder Abstract C is eoiu- 
parativoly loss than the cost under the other minor heads. 
State-managed railways had considerable fluctuations from 
year to year, ddic E.l. had a remarkable decrease in 1 925-0, 
after which its pci’contagc remained hctweoii 50 and GO. Barring 
an exceptional rise on the E.B., the other state-managed lines 
remained within a margin of 15 per cent of the basic level. 

The eorapany-managod railways .showed greater uniformity 
in their trends. There was a general tendency towards a 
decrease. The only exceptions wore the A.B., 8.1., and, since 
1934, M.&8.M. The pro -depression and depression averages 
denote a material reduction on all but four lines. It is in- 
teresting to note the unusually wide spread in the percentages 
of company-managed railways durmg the depression as com- 
pared with the pre- depression period. 

The bulk of the expenditure under Abstract E is incurred 
mainly under the head of operation.^® The salaries, wages, and 
allowances of the operating, station and train staff account 
on the whole for about three-quarters of the cost of tho traffic 
department. They vary, of course, on the individual railways 
from 65 to 90 per cent of the total operating expenses nnder 
the abstract. Tt should be observed that the station staff 
take up about one-half of the total cost of operation, and it 
was, in fact, 60 per cent and over on four systems, and 50 per 
cent on four others. The expenditure on the train staff was 
approximately 15 per cent and that on ‘other’ staff from 4 
to 16 per cent on the different lines, the average being about 7 
per cent of the total cost of operation for the traffic department. 

The cost of operation for the traffic department during 
the period reveals material diffei-ences in the record of tho 


The operating expenses under Abstract C consist of the cost of inspection of running 
vehicles, ropro.sontmg tho wages of oxaiiiiners, cleaners, oilers, otc , and the cost of oil groasn 
and other greaso ; payments to other railways on account of hire charges for carriages 
and wagons, otc., obtained on loan for general use on tho home line after deducting receipts 
from other railway-s on similar account ; and miscollaneouB, as under other abstracts. 

““ Tho operating oxponsoa under Abstract B are classified ns follows : 

(1) Salaries, waga.s and allowanoo.s of tho gonoral operating, .station, and tram 
staff, and travelling tiokat examining staff ; (2) fires, Jights and general stores, for 
stations and sheds : (3) lighting, water and general .store.s in traiiw ; (4) clothing ; (,'5) 
Rbationory, forms andtieksts. (0) oxpenaes of handling, collootion and delivery of good.s ; 
(7) axpetisos at qut-ageneies ; (8-11) Compensation for goods lo,st: iniseollanoous do, 
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stnt-o-inaiia.gccl aiul coinpaiiy-iuanagod vaihvayK. Among the 
former, the h].l., and Chl.P. liad a- snh.stauiial decrease from 
1925 onwai-ds. If the lJurma I’nihrays, with ids large jior- 
eentage increase throughout, is excluded, all the State linos 
had expenditures well l)elovv the basic level from 1932-3 on- 
wards. Com])any-mauaged railways on the other hand were 
generally above tlieii* basic levels throughout the j)eriod. 
Only the B.B.&O.l. and, since 1931, the B.N. decreased their 
cost of operation to lower percentages. The six-year averages 
disclose a decrease on all lines, except four, namely, the Burma, 
A.B., M.&S.M. and N.T. 

The trend of expenditure on operation during 1924-36 is thus 
one of general decrease under all the abstracts affected. We may 
sum up the main features of the expenditure included under 
this head with a reference to the more important items. A 
large part of the expenditure is, as stated earlier, under staff, 
amounting to more than 70 per cent of the total cost of opera- 
tion (excluding fuel). The staff consists of station staff, running 
staff and ‘othei’’ staff. Procjuent changes in accounting make 
it impossible to examine the expenditure under these three 
heads to the end of the period, but the statistics given below 
afford a general idea of the relative Importance of iho three 
categories of staff. 

TABLE 79, OPERATION (EXCLUDING PUEL) : COST OE RTAEF->- 
, (State-oavned Railways) 

{In thovsand'S of Rs.) 



Station 

Rmininp and 

'Other’ 

Total 

Year 

stuff 


staff 


staff 

1924-5 

5.63 


5,18 


10,81 

1925-6 

.5,88 


5,18 


11,06 

1926-7 

6.02 


5,26 


11,28 

1927-8 

6,08 


5.60 


11,74 

1928-9 

6,26 

'4,64 


2,20 

12,10 

1929-90 

5,51 

4,78 


2.29 

12,58 

1930-1 

5,46 

4,76 


2.32 

12,63 

1931-2 

5,59 

4,42 


2,15 

12,16 

1932-3 

, , 



$ 

12,41 

1933-4 

. , 

> ♦ 



12,27 

1934-5 

» • * 




12,21 

1935-6 

• • 




12,13 


tiompllod froTO tho 

clornanda 

for grants for 

each year 
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Tlio cost of station staff in 1924-5 exceeded that of the 
running and ‘other’ staff combined. As shown by the separate 
figures available for 1928-32, the cost of ‘other’ staff was , 
ajDproxiinately rather loss tlian that of the running staff. 

During 1924-32, foi- which the cost of station staff is avail- 
able, the percentage rose to 108, and decreased to 99 in 1931-2, 
As the cost of riuniing and ‘other’ staff was presented in 
one total prior to 1928-9, they may be taken together for 
purposes of comparison. The total figures for 1929-32, expressed 
as a percentage of 1924-5, indicate a considerable increase, one 
of 32 per cent in 1928-9 and 36 per cent in 1929-31. A slight 
decrease in the following year reduced it to 27. 

The total expenditure on operating staff affords a better 
picture of the general trend since 1924-5. Prom Rs. lO’Sl 
orores, there was a gradual increase to Rs. 12‘58 erorcs in 
1929-30, an increase of 16 per cent. In succeeding years, 
there was only a slight decrease by 1935-6, and the percentage 
stood at 112. 

The remaining items may be grouped under three heads : 
(I) contingent charges and clothing; stationery, forms and 
tickets ; and stores ; (2) compensation for goods damaged 
or lost ; and (3) expenses of handling goods at out-agencies 
and misoollaneous. A decrease, as may be seen from the 
figures given below, is recorded under the first two items. 
The record under compensation, a reduction to 5 per cent of 
the basic figure, must be deemed a remarkable achievement. 
That the improvement was neither spasmodic nor accidental 
is amply proved by the steadiness of the decline, particularly 
duj’ing years of increased traffic. 

TABLE so. OTHER OPBRATING EXPENDITURE* 

{Ms. in lakhs) 


im 5 

1925 u 

1920-7 1927 a 

1928 0 392U-BD 1980 1 1931-2 

1932-D 

1933 4 

1034-5 

losr, c. 

Contingent charges, Rs. 2,92 

2,78 

2,67 

3,07 

2,98 

3,01 

3,01 

2,43 

2,18 

2,10 

2,18 

2,11 

clothing, stationery 
forms, tiolcets, stores.f 












I’er cent of 1024-5 100 

96 

91 

lOo 

102 

103 

103 

83 

78 

72 

76 

72 

Compensation R>s. fiS 

29 

15 

9 

11 

9 

8 

6 

4 

3 

3 

3 

Per cent of 1024-6 100 

60 

20 

10 

19 

16 

14 

0 

7 

6 

6 

6 

Handling charge" Rs. 39 

2,38 

2,32 

1,60 

1,81 

1,7* 

1,76 

1,62 

1.27 

1,44 

>1,25 

1,18 


* Eiguroa are taken from the Railway Budget papers for each year, 
t As separate figures are not available for earlier years the ifcorns are taken together, 
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Tlic cx])('ncUlAU‘o on oporniioii on tlio whole .showed rooin 
for further oeonomy. As the greatru- porl.ion of tlu' cxjuui- 
. ditnre was under sfaff, the nunusures of economy ])iirsued 
under this liead duriirg recent years was counteracted hy the 
application of the Boars of Work Reoulations. That the 
scope for further reduction liad not. becu outirely ex'hausted 
was clear from tlie expectations of the Wedgwood Ciommittee as 
to further possible 'economy at medium-sized and larger 
stations. Tf the cost of operation depends on tho volume of 
traffic and represents the direct expcTrsc of handling it, tho reduc- 
tion in thcat volume ought naturally to have led to a correspond- 
ing decrease in that expense. The foregoing survey inclicate.s 
that the cost of operation responded }nore i-eadily to the increase 
in traffic, while the reduction in expenditure was on the whole 
less in proportion to the decrease in the transportation effected. 

The performance of company-managed I'ailways under 
operatioir has been similar to that indicated under the other 
minor heads. The group average indicates an increase under 
Abstracts C and E, and a large i-ednction under B, State- 
managed lines, on tho other hand, recorded during 1930-36 
a decrease under all these abstracts, the amount under Abstract 
B, being as much as 18’2 per cent. 

TABLE 81 EXPENDITURE ON OPERATION ON STATE-MANAGED 


AND COMPANY-MANAGED RAILWAYS 
(1924-5 = 100) 

Stato-manafted railways Company-iiiaiia.urd railway.^ 



1924-30 

1930-6 Inc or dec. 

1924-30 

1930-6 Tne. or dee. 

Abstract 

Average 

Average 

' 

Average 

Average 


B 

92-0 

73 8 

-18-2 

92'0 

82'4 

-10-2 

C 

93'4 

90-0 

~ :h4 

95'2 

99'4 

4-2 

E 

102'6 

06 6 

- 00 

106 2 

]08'4 

3'2 




TV. FUEL 


• 

' The 

cost of 

fuel is 

included 

separately under 

operation 


on. account of its special characteristics. ^Expenditure on 
fuel is made rjp of the cost of coal, other fuel, freight and handling 
charges, and electric power. Tho total expenditure incurred 


Weigmood OommUlee Report, pavti 0.5, p. 3G, 
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in 1924-5 was Rs. 10'58 croros and formed the largest single 
item of expense in operation. Of this the cost of coal and 
other fuel amounted to Rs. 6-43 crores, and the cost of freight 
and handling charges and electric power to Rs. 4'15 crores. 
It is only from 1928-9 onwards that detailed figures for other 
duel and electric power are available. It wdl be seen from 
the statistics given under Table 82 that the cost of other fuel 
was less than half a crore till 1930-1 after which it decreased to 
Rs. 29 lakhs in the following year, and to Rs. 14 lakhs in 1935-6. 
The cost of electric power is also small in comparison, and 
amounted to less than half a crore. The cost of handling charges 
rejwesents the largest single item under fuel. In 1927-8 it was 
Rs. 5'06 crores out of a total fuel cost of Rs. 8'88 crores. The 
same feature is to be observed during succeeding years also. 

TABLE 82. EXPENDITURE ON FUEL' 

(S'i'ATE-owNEu Railways) 

(Rs. in, lakhs) 


lOJl u mj-(j l!)20 7 1027 8 1028 0 1029 .10 1930-1 1981 2 1082-8 1938 4 lUJl-ri IKIS B 


Coal ) 

Othor fuel ) 
Freight ote. 
Eleetrio power 
Total fuel 




Rs. 

Rs. 

Rs. 


0,-1 ;i 
4,15 


6,26 

5,02 


Peroontage of 1921-6 


10,68 10.27 
100 07 


4,21 

4,58 

8,70 

83 


3,07: 


(3, 

( 49 
5,06 5,06 
15 27 

8,88 8,87 
84 84 


00 3 00 
40 
4,98 
43 
8,03 
81 


3,05 

43 

4,70 

45 

8,02 

81 


2,75 

20 

.3,90 

45 

7,39 

70 


2,57 

23 

4,02 

45 

7,27 

69 


2,36 

26 

3,90 

47 

7,04 

67 


2,43 

20 

4,20 

45 

7,39 

60 


2,40 

14 

3,97 

46 

7,06 

67 


* Figures taken from Railway Budget papers. 

We may now take the cost of coal and other fuel for com- 
parison. As may be seen from the jiercentages, there was a 
steady decline in the cost of fuel. From a percentage of 84 
in 1929-30, it dropped to 67 in 1935-6. The decrease was 
largely due to the cost of coal and other fuel. From Rs. 6 ‘43 
crores in 1924-6, the expenditure on account ol these two 
items amounted to Rs. 3’62 crores in 1929-30 and to Rs. 2’63 
in 1935-6, a decrease to 55 and 41 per cent, respectively. This 
is mainly to be attributed to the great decline in the price 
of coal itself.^® The increased consumption due to additional 


“ The cost, of ‘Coal and other fuel’ as compared with the average prioo of coal 
during 1924-32 is as follows : ,in.Ti ir- 


1024-5 

1926-6 

1936-7 

1927-8 

1928-9 

1929-30 

1930-1 

1931-2 

Cost of coal 100 

82 

65 

67 

’56 

65 

54 

47 

Average prios of Rs. 7-1 

0-1 

4-13 

4-5 

3-15 

3-13 

3-14 

3-13 

coal (All-India) 

Per cent of 1924-5 100 

86- 

68 

61 

60 

64 

05 

64 
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train milage must oOvioiisly have been met by economies 
carried out iiudcr tlie fuel economy campaign. 

Freight and handling charge's in coniK'xion with the supply 
of coal and other fuel constitute tlu' hcaa'iest expense. The 
cost amounted to Ks. h’Of) crorcs in l!)27-8, against an cx- 
pcnditiire of Ids. S'O? crores on coal aiul other fuel, and Fs. 
15 lakhs on oloctrie pjower. Taking the cost of freiglit and 
handling charges and electric power togc'ther, the expenditure 
in 1924-5 was Rs. 4T5 crore.s. in 1 929-30 it increased to 
Rs. 5'41 crores. By 1935-6 the cost came down to Rs. 4'42 
crorcs, as compared with Rs. 2-63 crores towards the cost of fuel. 

'JTre expiendituro incurred on fuel by differi'iit railways 
reflected, as shown by the six-year averages, a general decrease 
throughout. On some railways where mijiortant sections were 
electrified, as on the B.B.&G.I. and G.L.P., there was a larger 
reduction. But on the whole the cost of fuel revealed the 
effect of lower prices more faithfully than probably any other 
item of railway expenditure. Large economies were also 
effected in fuel consumption through improved methods.'”* 
To these twin factors must be attributed the substantial reduc- 
tions in the cost of fuel during the period. 

TABLE «3. SIX-YEAR AVERAGES OE EXPENDITURE ON EUEIA 

- {Rs. in lakhs) 

State-managed Company-managed 

1024-30 1930 6 Inc. or 1924-30 1930-0 Ino. or 



1924-S Average 

Average 

doe. 


1924-6 Avorago 

Average 

dee. 

Railways 

Rs. 

0/ 

/o 

% 

% 

Railways 

Rs. 

% 

0/ 

/o 

0/ 

/o 

Burma 

45-77 

92 

77 

-16 

A.B. 

■ 14 22 

101 

90 

- 6 

E.B. 

62-46 

S3 

66 

-17 

B.N. 

02-30 

81 

72 

- 9 

E.I. 

126-79 

87 

74 

-13 

B.B.&C.r. 

132-83 

87 

02 

-25 

G.I.B 

209-40 

91 

61 

-40 

M.&S.M. 

85-28 

89 

72 

-17 

N.W. 

228-86 

91 

74 

-17 

S.I. 

66 96 

86 

79 

- 7 


Poriiontagos calculated from figures taken from Railway Budget papers. 


CONCLUSION 

We have now traversed the entire field of ordinary working 
expenditure in detail. The main feature in the trends of 
expenditure is the immoderate increases which characterised 
many of the items. The real increase, when the monetary 

Thb snbjoot of fuel consumption in relation to operating factors is disoussod in 
m\m dotau m Ohaptor X %nfm. 
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expenditure i.s eojivei'icd in terms of [nircimsing power, is 
even greater than tlie ligures suggest on aecoimi of the deehno 
in general prices since 1924. Before i>ronounchig an 0 ])iiiion 
as to the justification for the increase in working costs since 
that year, two facts must be borne in mind. Firstly, Indian 
railways, as Wo have seen ab'eady, extondod their net and the 
entire system was larger in size by 1932 than it was in 1924. 
Obviously the cost of maintenance would be higher for a larger 
system. Secondly, railways constitute a commercial imdor-takmg 
on which expenditm-o varies with tlio volume of transportation 
effected. The increase m the cost of working must, therefoi’o, 
be appraised in the light of the business done by railways. 

As to the first, we have already seen, that many of the 
new lines constructed since 1924 proved financially unsnceossful. 
Their current maintenance and upkeep consequently became 
a drain on the parent lines. The effect of the enormous open 
line capital expenditure has been even more insidious. It 
was on a larger scale and less amenable to control. Part of 
the increase in current maintenance and operation may surely 
he attributed to the effect of these two factors. 

The amount of business done by railways during 1924-37 
has not been such as to justify the extent of increase that 
occurred in working costs. The abnormal inflation in the cost 
.of general administratiou has already been commented upon 
in detail. One would usually look for a comparative decrease 
under this head with every increase iu transportation. It 
is impossible to justify so considerable a rise either from the 
trends of gross earnings or of passenger and goocis earnings. 
Nor does the volume of traffic handled offer an adequate ex- 
planation. Enough has been stated in the foregoing para- 
graphs to indicate the natui’e and extent of the increase under 
the individual items. 

In an essentially financial review it is not possible to examine 
the wisdom of certain classes of expenditure. Money may 
be spent under certain heads w^ich may not bring in a direct 
financial return, but may bo valuable iu increasing the efficiency 
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of ojuu'ation or in improving tiie rclaliona witii ilm public 
and in cultivating tlieiv goodwill. Large huiuh ol money wore 
spent during the post-se])aration period in ])roviding uicroasod 
amenities to the travelling ]mhlic. Such ex])enditure would 
certainly have the effect of safeguarding, indirectly, the linaucial 
interest of railways, and thus proving, at a iiinc of severe 
competition with road transport, no loss important tlian ex- 
penditure from which a definite return is expected. There 
was during this period, as will be sliown later, a general advance 
in the efficiency of operation. But the rise in the c;ost of 
operation has been substantially higher than the ascertainable 
enhancement of operating efficiency. 

In the course of our survey attention was drawn to the 
differences in the performance of stato-mauaged and company- 
managed railways. The student of railway economies inclined 
to the view that, whatever the merits of state operation, 
private management always scores in point of efficient and 
economical inanagemont, will exjiei'ience a shock on seeing 
the record of some of the company- managed ]ine.s. It is likely 
to be lessened when lie considers that even so distinguished 
an advocate of company management as the late Sir William 
Acworth could, in the report of his committee, find little to 
differentiate between state-managed and company-managed 
railways in India. In fact, one has to turn to the B.B.&C.I., 
whoso incentive was stimulated by the prosp)ect of earning 
much more than the interest guaranteed by the State, or the 
B.&N.W. — a purely private company — ^to see what private opera- 
tion under better circumstances could achieve in this country. 

The trends of railway expenditure suggested greater effective- 
ness of fiiiaiicial control on state-managed lines. This lends 
support to the view that the company-managed railways did 
not fall so readily into line with the policy of reducing ex- 
penditure as state-managed lines. While there could have 
been no opposition to the policy on the part of the company- 
managed railways, railway managements standing on their 
contracts and responsible to their boards in London respond 
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dillbrciitly from a Htaio dopartmcni whicli has to cany out 
without (luostion tiio dcT'isious of the Finance Member. Hence 
must have occuri'cd the tardiness exhibited by the trend lines 
of expenditure on tlio conipany-inanaged railways during 
the depression poiiod. This position was far from satisfactory 
as the company -managed lines had taken advantage of the 
a]iprova] of the State to embark on increased ex])enditures 
while they were less inclined to decrease them at a time of 
financial stringency. 

The present study of railway expenditure emphasises another 
aspect of railway operation. It was expected that the separa- 
tion of the railway budget and the principle of treating rail- 
ways as a commercial undertaking would provide adequate 
incentives for efficient and economical working. The record 
since 1 924 appears to be that I’ailways have jj^een operated 
in a manner more akin to a public works department than 
a commercial concern. Thus during the pre-depression period 
the breezy optimism which characterized the policy of capital 
expenditure must have infected the attitude towards revenue 
expenditure policies as well. Railway managements which 
undertook the construction of stations, workshops -and mar- 
shalling yards to be, in the words of the Wedgwood Committee, 
‘the last word in railway technique rather than on a careful 
calculation of i)robablo requirements’ and the introduction 
of a signalling -system ‘more expensive than the circumstances 
have justified’ did nob exhibit the business sense that was 
expected of authorities operating a commercial undertaking. 
The cost of maintenance of structural works was found to 
be in excess of the increase in the length of track. ' The same 
story is also told by the other abstracts of railway expenditure. 
In the case of locomotives, carriages and wagons (Abstracts 
B and C), the Wedgwood Committee found in 1937 — more than 
six years after the economy campaign had been started — 
‘room for -substantial economy’. The stock of locomotives, 
they stated, was excessive. The disparity in the demand for, 
and the supply of, passenger accommodation ha-s already been 
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discussed oarlicj-d« 'riic .slock ol uagoiis was also ox- 
coSiSive.^^ ’^rho juisohioi doc’s uot. stop with the initial ex- 
penditiii'c iu acquiring (iicin. 3’licir woc.^t icaliu'c i.s the cx- 
ce.ssive cost of uiamtoiiancc and oiH'raium with which railways 
have been binxlencd. 

Tlic kuowiodgc that the State w'as hcliiiid them uiirst liave 
weakened the jn’otit-earning motive of statc-mauagi'd I'ailwnys. 
Tho financial administration of railways during the dcjiression 
period betrayed a reluctance to face facts and a total unprepared- 
noss to effect a thorough -going overhaul of raihvay ex])enditure. 
Railway managements preferred rather to post])onc dealing with 
the urgent problems than to tackle them olfectivcly. Their 
record on the whole was not unlike other Government depart- 
ments, iind entirely different from that of a bu.sine.ss concern 
which finds itself in a similar plight. 

The fa,ct that even the company-managed lines which were 
more commercial in their outlook in tlie past have not acted 
differently from the state-managed railways ]n‘obably suggests 
that the policy of .state operation .so unequivocally accepted 
held out no future to them. They looked forward to being 
taken over by the State on the expiry of their contracts. Tho 
separation of railway finance and the reorganized Railway 
Board made no c.hange in theii* position undoi- tho contracts. 
So long as they enjoyed the guaranteed interest on their 
private investment they had little to worry about, unless the 
prospect of getting surplus profits — that i.s, in exce.ss of the 
guaranteed interest — persuaded the companies to exert a 
pressure on growing expenditure. 

The association of the State in an enterprise of thi.s kind 
always creates complications, and the special conditions pre- 
vailing in this country need to be discussed separately. It 
seems fair to conclude that, judged strictly from the point 
of view of business principles of operation, a change in financial 
]3olicy and direction seems to be indicated. 

_ rt 

Chapter TV, p. 171 et aeq. 

WedqwooU Gommiuce Beporl, para '10, -p. 2S, 
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On iinal analysis, cost is a product of labour and material 
charges. Of these two, the formei- has gone up during recent 
years, offsetting not only the decrease in the latter, owing 
to lower pT'ices, but representing a substantial net increase. 
The cost of railway personnel, therefore, calls for examination. 
The period under review was one of general improvement of 
standards of pay and working conditions. The policy of the 
State to bring railways into line with the principles accepted 
by Grovernment as a party to international agreements on 
labour standards and in response to domestic pressure, imposed 
on railway admhiistrations obligations over which they had 
no control. In view of the importance of the subject, the 
developments since 1924 are treated separately in a later chapter. 
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Importance of .uloipiatc ()n)V'i.si(»ii (nr flcpicri.il mn Jivisti'iiec o( ronen'al 
fuiirls 231'Ior to 1875, 811 iOdccts of iiculoctin'; (li‘j)rt'i'iatu)U <liu'in,n the last 
war ; observations of the Aewoith, Ifaib'y aiul IiichcapL' C'umiintteoM, 815. 
The Depreciation Fund Coinnutb'e, 81fi. Pnucpili'.s of irho de])i'ei‘iulioii fund, 
317. The earlier systein, nioi'p cou.servM live, .'Jil ITooeduie on eompany- 
managed raihuiys, .■!22 SUhhs balances under cei’taui a.ssets, 326. 
Dickinson’s enquiry and eonelii.sion.s, .‘32!) 1’lu' lladway lleti'encliment Sub- 
Cominittoo’s views, 331. Oveiciqiitalr/.atum and otlier ciitieisnis, 332 
Problems raised since 192'1 : (a) Contributions not excessive, 331. (b) Assumed 

life not too low, 335. (c) Principles of allocation, 33<) (d) Depreciation 

provision not adequate, 338. (e) Provision for aiuoi'tization, 340. 
(f) Depreciation accounts, 343. 

Present system, the main fca.tures, 345 rercentage basis not satislactovy, 346. 
Other changes, 348. Change in the status of the fund, 349 Raiding of 
the fund to finance the railway deficits; the moratoria, 352 Policy of 
the- State not reassuring, 353. 

Adequate provision for depreciation is vital to tlie financial 
integrity of a coniineroial undortaking. Tiro cost of current 
repairs to, and maintenance of, assets in proper condition is 
usually met from revenue, but renewals and j'eplaecmonts of 
whole assets which go out of use render a separate provision 
necessary. The preservation of capital intact and without 
impairment on account of wear and tear or .other causes also 
makes it imperative that an adequate reserve is built up. 
The precise relation between current maintenance and I'enewals 
has always been a point for nice distinction, but there has 
been even greater controversy on the practical aspects of cal- 
culating the provision for depreciation. 

Indian railways under the influence of the British practice, 
had taken into account the factor of depreciation, and prior 
to 1875 renewal funds existed on several of the old guaranteed 
companies.^ In that year, however, the Secretary of State 
on the representation of the Government of India, decided 
that the continued maintenance of such funds was undesirable, 
because, having regard to the terms of the contracts with 

^ Depreciation Punrl Oommittee Seport, J. 022-3, p. 1, 
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those coTiipauies, their existence loci to results unfavourable 
to the (State. With the gradual acquisition of most of tho 
railways by the State and the substantial variations in the 
contracts wdth the companies working them, the position 

gradually became modified. The absence of the provision 
for depreciation was keenly felt during and after the last war 
on account of the unavoidable postponement of renewals and 
replacements of permanent way and rolling-stock. The pohcy 
adumbrated in 1875 had continued ail through, and only in 
the case of the B.&N.W. and R.&K., which were private 

companies, was a departure permitted during the war to 

establish renewal reserve funds by deoiting the revenue account 
for the period with tho proper iiabdity in respect of renewals. 

How serious the rehabilitation problem appeared in 1920 
and how strongly the Acworth Railway Committee animad- 
verted on the policy of Government regarding the provision 
for renewals have already been referred to in • the opening 
chapter. The committee deplored the failure to establish 

a reserve fund which could have been drawn upon when mate- 
rials were available. Recommending the adoption of com- 
mercial principles of accounting, tho committee stated that 
‘by tho time the useful life of an asset . . . has expired, its full 
original cost should have been written off out of revenue.'^ 
The Hailey Committee also discussed this question- in their 
report and observed : 

‘We considor that the present motliod of providing for depreciation not 
by a proper depreciation fund, but by allotting each year a grant from 
revenue for cxpenditiu'e on renewals and replacements is open to many 
objections. We, therefore, recommend that early steps should be taken 
to calculate the rates of depreciation -which should be allowed for the various 
classes of railway, plant and material in order that the rccuiTonce of tho 
deterioration -which has taken place in recent years may bo avoided and 
depreciation for renewals and repairs (sic) provided for automatically.’^ 

The Inohcape Committoo, endorsing iu their report tho same 
proposal, said that it should be laid down that each railway 

® Acworth OommoUec Heport, para (17, p. 30. 

^ Ilailcij Oomiiiitke Ri-poH, para 11. 
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.should make adequato pj-ovisiuii es iay }('ar tor tlu' nuiinioiiaiioe 
and renewal of its pejinanonl way and roilmo -stock and that 
the funds so oamnarkod should be debited to working expenses 
and carried to a suspenso aecoimt, whicli could be drawn upon 
when iieGe.ssary to moot cauTont re(|uironion[s and e.xpondituro, 
the balance being carried forward from y<!ar to year. ^ 

DEPREClA'l'ION FUND COiMMlTTEK 

in 1922 the Railway Board had already constituted a Bopro- 
ciation Bund Cominittoe to exainino the problem of dejn’oeiation 
accounting^ for Indian railways. The committoo, after making 
a detailed investigation into all a.spects of the cjuo.stion, e.sti- 
mated the provision for annual depreciation in respect of 
wasting capital assets on 31 March 1922, at Rs. ]2'26 crores, 
and the arrear depreciation at Rs, 19‘95 crores. They re- 
commended that the annual normal depreciation of the wasting 
capital assets should be calculated on the basis of the esti- 
mated economic or functional life of each class of asset and 
replacement prices, on the assumption that an equal part of 
the life of the assets expired each year. In the case of new 
lines a progressive rate of depreciation charges was laid down. 
For the existing lines the committee proposed the institution of a 
fund on each railway to be drawn upon by the administration as 
if the amount had been separately invested by it. As regards 
arrear renewals and replacements, the money was to be provided 
from borrowings,. repayable from revenue on an annuity basis. 

These recommendations wore not accepted in full by the 
Government of India and their final decision, in consultation 
with the Secretary of State, differed in certain material respects. 
The alterations proposed in the rules of allocation of expen- 
diture between capital and revenue could only be introduced 
on the state-managed xailways. Difficulties were experienced 
in apply mg the Depreciation Fund Committee’s proposals 
to the company-managed railways. A re-allocation of ca]pital 

Inclicapo OommilteQ Report, jpara 7, p. 03, 

A briel mmxnucy of fche tolms of reforenoa and bho principal xeoommsixda'blons oi 
the- conmnUco is givoii m the appendix. < 
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and revenue on tli© coinpany-managod lines would, unless 
the terms of the contracts were modihed by negotiation with 
the companies, have aileoted the linancial interests of the 
State, it was, therefore, decided that the position of the 
company-managed railways should not be attbcted but provision 
was made to include tnem also in the tloverumeiit accounts.’’ 
On 1 April 19iJ4, tne lormer system ot expenditure on renewals 
and replacements directly iroin revenue voted from year to 
year was aoandoned ana tne depreciation kind was established 
lor all tne btate-owned railways as part ol the new regime 
under tne beparation Oonvontion. 

PlilNCIPLES OP a’HE DEPBEOIATION PUNE 

According to the rules governing the depreciation fund, 
the assets oi tne railways were oroauiy divideu mto two parts, 
wasting assets and non-wastmg assets. Into tne latter category, 
for example, was placed land, wmcn did not waste, fciuch 
assets 01 railway property as tne permanent way, bridges, 
roiUng-stooK, Duiianigs, etc., did wear out and provision was 
to be made lor only tnese classes ol assets. Jdotn tne charaotor 
ol tne assets ana tneir estimated nves were worlced out in 
detail and incorporated m tiie rules.’’’ 

Tne principles of depreciation acoounting were stated as 
follows : 

(1) The depreciation fund was intended to provide for the original 
coat oi eaon parciouiar unit oi wasting asset, by the time its useful life had 
expired, ana tne contribution was tne total cost divided by the prescribed 
hie. (Jonsequenoiy, tne provision continued during the Avholo xieriod oi 
its presoribea iite and ceased at tlie end thei'eof, irrespootivo of when it 
was replaced. 


“ The main reaaoB for the differential treatrnont in Iho ease ot the company -managod 
railways is that the contracts with them make the excess cost of replacement of hke by 
like a debit against revenue and not capital. If the treatment of appropriations Irom 
the fund m the case ol the oompany-manugod railways were assimilated to that lor the 
state-managed railways, two sots of capital aouoimts ivould have to bo kept, a procedure 
which might load to contusion. In working out the Government share ot surplus profitb 
of, and Govormnent contributions, guarantees oto., to, tho company-managed railways 
and branch linos, tho depreciation hind transactions with respect to them are ignored 
and calculations made as boforo tho institution of tho fund. — See Baihmi/ A^^dit liepo? t 
1926-30, p. 70, 

’’ Mailway AccouiU Coda Vol. 1, 1U32, pp. 1*5, 103. 
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(2) Oil repliit't’mciif', {'xpt'iidiliiii' In tin' i'\(riii ol the (iiimnal cost 
of tlui article icii'i luuml fioni lh<‘ (lf))i nni hind and tin- diffeiTOoc 
botwecu the oii;j,iiial cunt and tlie rcplni'i'ini'iit I'li''! na-. dchiled oi iTi'ditod 
to capital according as tlie I'li-^t ot icplacemcid iiinre in less tliim the 
original cost 

(3) 'riui depieciatioii fund dealt only nitli wlmle units and the aiiiuuil 
coiitributioiiR from revenue were liuscd only on these. Similarly, it was 
only when whole units weie rejilaced that the cost was i hargt'd to revenue 
along with ordinal y lepaiis. 

(4) As tho depreciation fund did not jirovide lor non-wasiiiig assets, 
•such as land and works, teehincally de.scrihed as foimation (earthwork, 
tunnels, walling and side-drains), it was eonsulered preferable m the event 
of large cxpeiidifcnre in. connovion with individual ease.s, to nialcc .special 
arraiigcmonts for the cxponditure, such as borrowing from tho depreciation 
fund or from capital and Lrcoiiping tho cxpoiiditnvo by equated payments 
from revenue spread over a senes of yoar.s. No provision was made for 
fencing and ballast as the expenditure on their ro)iIaconieut did not vary 
from year to year and for otlier assets on the ground that they had so long 
a life that it was not necessary to provide in tlii' fund for their reiilaccmont,® 

The classes of assets affected and their estimated life were 
as shown in the accompanying table. 


TABLE 84. DEPRECIABLE ASSETS AND THEIR ESTIMATED LIFE “ 




Normal 

life 


Class of asset 

years 

Unit 

(1) 

Bridge-work — stoel-Avorks 

00 

(a) An entire span of girder.^. 

(b) Steelwork on an individual 




bridge originally costing 
more than Rs. 10,000. 

m 

Bridgework — masoni'y 

125 

An entire abutment, pier or arch. 

( 3 ) 

Permanent way — ^rails and 

60 

Rails and fastenings. 


fastenings 



Points and crossmgs 

40 

Points and crossings. 

(^) 

Permanent way — sleepers. 

16 

Sleepers, wood. 


Avood 



(fl) 

Permanent way — sleepers. 

40 

Sleepeus, cast iron ^and ferro- 


cast iron and ferro-concrete 

concrete, 

6) 

Permanent way — ^sleepors, 

30 

Sloexsors, steel trough. 


steel trough 


Railway Account Coda, 11>32, Vol. J, pix 4-S. 
Rinauaial Oommissmm's Rcvkiv 1034-5, pp. 43..J. 
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Normal lito 

Glass oL' asriul; yoars Uniti 


(7) Brtilduii;s— ’ll bsaiiiy 


(S) Buildings — all otliL'is 


(9) Station miolim cry 
(10) PLa’it 
(U) Femos 

(12) Roliiiig-stook — locomotiyo-i, 

onginos and tciideis 

(13) Rolling-stouk — locomotives, 

boilers 

(14) Rolling'Btock — rarriage and 

wagon — coaching vehicles 

(15) Bollmg-stook— carriage <aiid 

wagon — goods voliicles ' 

(16) Motor vehicles — rail 

(17) Motor vehicles — road 

(18) Elcotrlo instruments and tele- 

phones 

(19) Elootric poiver stations and 

sub-stations — buildings 


(20) Electric power stations— 

plant 

(21) Electric locomotives 

(22) Electric overhead equipment 

of track 

(23) Internal oloctric wiring of 

buildings 


200 (a) -Vn entire building. 

(b) A part of a building « hen the 
part originally cost more tliau 
Rs, 25,000 

50 (a) An entire building 

(b) A part of a building, when the 
part originally cost more than 
Rs. 25,000. 

40 An entire unit of station 
machinery 

20 An entire unit ol plant or an 
entire machine ' 

40 An oiitiro vessel , engine or boiler. 

35 (a) An entire engine, f 
(b) An entire tender. 

25 An entire boiler. 

30 An entire vehicle. 

40 An entire volucle. 

20 An entire vehicle. 

10 An entire vehicle. 

13 All articles. 

30 (a) An entire building. 

(b) A part of a building, when the 
part originally cost more than 
Rs. 26,000. 

20 An entire unit of plant or an 
entire machine. 

36 An entire locomotive. 

50 All articles 

10 26 per cent or over of the 
complete installation in any 
one building. 


Loose hand tools do not constitute a imit. _ , , , 

f The depreciation fund bears the cq.st of hiulding an engine if undertaken ns one 
operation, 
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Normal Ulr 

Glass oL' asset yoava Unit. 

(21) Electric motors 10 Aii entire motor. 

(25) Elootrio fans (ceiling, desk 25 A coinpldc applinnoc. 

and bracket) 

(2li) lOumeBtic. and office electric 5 A coiuplolc appliance, 

appliances other than those 
mentioned in 26 above, e.g. 
electric radiator 

The depreciation fund was maintained and operated on 
these principles, without changes in essentials, from 1 April 
1924 to 31 March 1935. It should be observed that the system 
as finally adopted made no provision for the arrears of de- 
preciation. The question was considered at the time of its 
inception, but the problem of ascertaining what would have 
been the balance in the depreciation fund if the fund had been 
started from the opening of each line was too laborious a task 
to he attempted, and even if that had been done, it was doubtful 
if any result approaching accuracy would have been reached. 
If there was no attempt to work the theoretical arrear depre- 
ciation, some estimates of the arrears and renewals were avail- 
able. The Depreciation Fund Committee’s figure of Rs. 20 
crores, on 31 March 1922, took into account the immediate 
requirements of the principal railways for future programs 
owing to obsolescence, restrictions on renewals during the war 
period, etc. The Inchcape Committee having made an estimate 
of the amount by which expenditure on renewals during the 
wai period fell short of what would normally have been spent, 
adopted a figure of Rs. 18'6 crores as the amount of arrears 
which railways should pay into a reserve in about five years. 
After a careful consideration, the Government of India decided 
not to impose on railways the responsibility to provide within 
a fixed period for the arrears, in view of the fact that the reserve 
to be built up under the convention has, as its first charge, 
the liability of making good arrears of depreciation. 

Tho effects of the new depreciation acooimting system 
are best discussed in the light of the character of the changes 
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they vcj)rcHeiitcd on tlu>, oklor system. 'i''ho iiistitiition of the 
de} 3 t’eciation fund meant not only the emergence of a new 
factor in worlcing exj^enditure ; imdor the rules adopted, it 
also affected the capital account of the railways. On the 
expiry of its life, an asset may, on account of improvements 
in technique and the progress of invention, be replaced by a 
more efficient and expensive unit. In siich a case the cost 
of the original unit will be charged to the depreciation fund 
and the additipnal cost attributable to the greater efficiency 
of the new asset to capital. But in replacing an asset by a' 
like asset, the prevailing costs have an impoitant bearing. If 
the price level remains unchanged, the procedure is simple ; 
the 'cost of replacement will be met from the fund. 
Bui prices of materials and labour do change, and in 
the event of a variation, the problem arises as to what will 
be the charge to working expenses, revenue, through the de- 
preciation fund. The question becomes specially important 
during a period of higher prices, when the replacement of aii 
asset by a like asset involves a larger outlay. The practice 
followed prior to the institution of the depreciation fund was 
based on the principle, of charging to revenue the entme cost 
of replacing an asset by a like asset. It was promulgated in 
the Secretary of State’s Despatch, No. 17, so long ago as 
9 March 1864 in the following terms : 

‘(ffl) There can be uo doubt that the expenses of an additional length 
of railway; of the doubling of an existing line, of the original construction 
of any work including that of those intended to be only temporary, as well as 
of all additions to existing works, ought to bo charged to the capital account, 
‘{h) When new lines form a junction with an existing railway, the 
expense of the junction and all its concomitant appliances of stations, 
siding, s, signals, etc,, is properly chargeable to capital account, and the 
cost should be divided in such proportion as may be fair between the two 
railways for whose mutual and joint benefit the junction is made. 

‘{c) The cost of additional stations and of any important building 
not previously contemplated, which is added to an existmg station should 
be charged to capital account. 

‘{d) The cost of maintaining in a proper condition the works when 
completed must be charged to the revenue account, but if any extraordinary 
4J— 1514B 
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oasually slionlcl occur, rtiu-.h as tlic <li“,(.uii‘l loii ot a lindci' li\ llond, the 
case must bo rogarcleil as exceptional und the i' 0 ',t of coiiit i uidioii or ru- 
placoment must be ckargeil to c.ipit.i! or mvemu', or divulcd botneen thorn, 
as may be doemeil proper, aeeording to the eireumsfances of tlie ease. 

'(e) In rcdayiug rails, if tlii' original rails liavi' [irovcal too light and 
additional strongtli in weight, of iron or steel be' required, the capital 
aocoimt should boar the dilforoiiee between the cost o( the now and improved 
rails and that of replacing the old rails hy rails of siiud.ir ehiiraeter, revenue 
being chargeable for relaying and all other exjieiiscs. The same principle 
should be applied to replacing by iron slei'pers those of n'ood originally 
laid down. 

‘(/) In the locomotive stock, capital ought to bear the first expense 
of any addition which may bo made to the existing stock and of any im- 
portant improvement or alteration which may bo made in tiio same, as 
wall as of machinery which is absolutely new, .and not mortdy in replace- 
ment of old • but all repairs and less important alterations of the existing 
stock of engines, carriages or wagons already paid for and handed over 
for working purposes should be charged to revenue. The rolling-stock 
and plant, after being once paid for from capital, must bo kept by revenue 
to its full complement. 

‘(ff) In no case should the cost of mere appurtenances of stook, after 
the opening of a line, or of a charge such as the substitution of one mode 
of lighting for another, whether in engines, carriages, stations, signal 
. lamps, the cost of which has abeady been paid for out of capital, be admitted 
as capital expenditure. These properly belong to the trafSe. revenue 
account.’*’ 

These principles as applied in practice implied that, broadly 
•speakmg, revenne should pay for the cost of replacing and 
renewing property to the same standard of efficiency as before. 
Only genuine improvements should bo charged to capital. 

PROOEDUR’E ON COMPANY-MANAGED RAILWAYS 

The procedure on the company- managed railways till tl^eir 
acquisition was regulated on these lines. According to the rules 
governing the accounts of the company- managed railways, 

I. Capital hears 

^ . (i) the cost of the first oonstrucfcion and equipment of the lino ; 

(ii) the coat of maiutainiug a section of the line not opened for 
traffic; 

r 

® Quoted in An inirodneiion to Indian Government Accounts and Audit, 1930, .pp. 207-8, 
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{hi) the cost of now works, of additaons to rolling-stock, plairt and 
machinery, when estimated to coat more than the new 
minor works limit ; 

{lo) such portion of the cost of the renewal, replacement or sub- 
stitution of an existing work as may be attributable to a 
permanent addition or substantial improvement in its charac- 
ter and object, provided tlicre shall he no charge to capital, 
unless the cost of renewal, replacement or substitution bo 
in excess of the original cost of the work by more than the 
new minor works limit ; 

(v) charges for laud taken up permanently, whether required for 
capital or revenue works, 

II. Revenue bears 

(i.) all charges for maiutainhig aud working the line open for traffic I 
(lb) the cost of purely temporary or experimental work of the 
open line ; 

(Hi) the cost of minor 'additions or improvement involving an 
expenditure within the new minor works limit ; 

(m;) the cost of renewal, replacement or substitution of an asset, 
which does not involve a permanent addition or substantial 
improvement in the character and object of the original 
asset ; 

(u) such portion of the cost of replacing a work by another involving 
, a permanent or substantial improvement as may not be 
chargeable to capital according to I {iv) above ; 

(ui) dismantling charges, and ail charges on account of freight on 
material from depot to site and loading and unloading charges 
except in connexion with works chargeable wholly to capiialdo 

That a really conservative attitude had been adopted is 
clear from these rules. Thus, if light rails and points and 
crossings are replaced by heavier rads, points and crossings, 
capital will be charged with a portion of the cost of the new 
materials proportionate to the excess weight by which the 
new rails, etc., exceed the old rails, etc. If old girders are 
replaced by new and heavier ones capital should he charged 
only with that portion of the cost of the new material which 
is proportionate to the excess weight of the new over the old 
gh’ders. Similarly as regards locomotives, tenders, goods stock 

Railway AooowHs Code, Vol. I, 1932, pp. 39-9. 
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and coaching stock, certain formulae elaboratcil to ascer- 

tain tho extent of tlio iinprovoiuent.'^ 

The increased cost of ropJacing an asset by a hke asset 
during a period of higlif'-r ()ricoH woultl under tfiese lades be 
charged to rovoiiac or working cxpeuditui'e. In tiiia respect 
the depreciation fund rules marked an important departure. 
As tho cost of replacing an article could iiewcr bo known at 
the time it was purchased, it was consideri'.d impracticalile 
to adopt the principle of repiacoment vurlmL It Avas, there- 
fore, decided to accept tbo recommendation of ttie Acwortli 
Committee, and what is taken as the ordinary commercial 
practice, of basing tho coniiibution on the original cost of 
tho asset. That this results at a time of higher prices in an 
increased debit to capital was recogirized. As the Railway 
Board themselves stated ; 

Tfc ha.s been estimated that the apphealioi) of tlieso piitieiplc’s in the year 
1921-2 would have resulted in the transfer of aiDproximatoly Rs. 3 crores 
from revenue to capital charges on all budget (State-owned) railways, but 
. . . we propose to confine these proposals to State railways on which the 


i'- Thus in rogard lo roplacemont by louomotivos ol iiicroased tractive powei, tho 
formula was : 

Tractive power — D = Diamotor of cylinder in iiiches. 

]'’=Mean prassuro of stoam m cylinders in lbs. por sq. incli taken 
at 86 por cent of tlio niaxitmun boiler prossiu'O for suporhoat- 
ed anpinos and 75 per cent of the maximum boiler pressure for 
saturated engines. 

L = Length of stroke in inohes. 

W =Diamotor of drtvmg wheel in inches. 

T=Traotiv0 force on rails in lbs. 

nmn 
- w 

If Ti=Traotiv0 force of the old locomotive and T2=Trnctiv6 force of tho now loco- 
motive, the proportion chargoablo to capital will be 

-^7= — i X cost of BOW loCOlBOtlVO, 

•*•2 


111 regard to goods stock, if C| is tlie carrying capacity of tho old stock and 0? tho 
carrying capacity of the now, the proportion chargeable to capital will be 

n 

— = — ol* iiQW stock. 

^2 


As regards coaching stock, the floor area is taken as tho principal factor. 
n A-. cost ot -now stock (exclusive of improved appliances, viz., gas and electric 
n n vacuum brakes, and mteroommunioation apparatus'), 

as above, less, cost of appliances put out of use, 
A-wiUoor ai^a of condemned stock, ^ 

Y«!Moor area of new stock. 


Y 

tho proportion chargoablo to capKal is Ax ^1- 

Y 


+ B 
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additiou<ii (li'bil k) Ciiyikil would li.wc boon less tliaa ilsi. i cuoii' Agiuiirtt 
this, howuser, there ivill bo a reductioa in the charges •winch luidci the 
present rules go against capital. . , . 'Cho cost of rcplaccinont of other than 
oompleto imits would go entirely against reveimo and would not bo distribut- 
od between n^voiiuo and capital. Further, any increase in capital charges 
will bo oounterbahvnced in time by the jirovision for writing down of capital 
when articles aio replaced at a lesser cost than the origiual and when works 
are entirely abandoned.’!^ 


d'ABLE S5 APPIIOPRIATIO'NH TO AND FEOM THE DEPEECTATION 

FUND!- 

(Bta'pe-owned Railways) 

(In crores of rupu.es) 



Appropria- 


Net 

Nominal 


Actual 


tion to tho 

With- 

accretion 

closing 

Temporary 

clo.sing 

Yoar 

fond ■ 

drawals 


balance 

loans 

balance 

1924-5 

10'35 

7-20 

3-06 

3-06 


3-06 

1925-6 

10 67 

7-99 

2-68 

5-74 

■ 

5 74 

1926-7 

10' 89 

8 05 

2-84 

8-58 


8-.58 

1927-8 

11-38 

10-95 

0 43 

9-01 


9-01 

1928-9 

12-00 

9-60 

2-40 

11-41 


11-41 

1929-30 

12-59 

'Ti-76 

0-83 

12-24 


12 24 

1930-1 

13-07 

11-39 

1-68 

13-92 


13 92 

1931-2 

13-46 

8-26 

5-20 

, 19-12 

4-26 

14 87 

1932-3 

13 77 

6-35 

7 42 

26-64 

10-23 

12 06 

1933-4 

13-56 

8-07 

5-49 

32-03 

7-96 

9-59 

1934-5 

13 72 

8-66 

6-06 

37-09 

S-06 

9-59 

1935-Ot 

13-26 

9 10 

4-10 

41-19 

4-00 

9-09 

1936-7 

13-17 

7-88 

5-29 

46-48 

-1-21 

10-10 

1937-81. 

12-69 

7-69§ 

4-90 

49-9011 


19-6111 

1938-9 

' 12-66 

7 08 ' 

6-48 

66-38 


26-09 

1939-40 

12-59 

6-53 

6-06 

61-44 

, , 

31-16 

1940-1 

12-64 

7-19 

5-45 

66-89 

, , 

36-60 

1941-2 

12-68 

5-35 

7-33 

74-22 

-7-91 

61-84 

1942-3 

12-80 

4-95 

7-85 

82-07 

-22-38 

82-07 


* Figures taken from Explanatory Momorawlum to Railway Budi/et, 

•)■ Uudor new rules. 

I The figures of the Burma Railway.-? excluded from this year. 

^ Including Rs, 37 laklia written off capital on accoimt of iibandonod assets. 

II Excludes Rs. 143 lakhs balance for the Burma railways. 


The annual appropriations to and from tho depreciation fund 
on State-owned railways during the period 1924-43 are given in 
Table 85. During tho first seven years, the withdrawals amoiint- 
od to a large jiroportion of the appropriations to the fund, and 
the net aocrotions during each year ainonntod to about Rs. 3 

Einanaial Ooinmcssioiier's Review lli;n-6, p. 40, 
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croros and loss. From 1931-2 onwards, the appropriations fj-oin 
the fund towards renewals and replacements were kojit down 
to such an extent that the net accroLion increased to Rs. 5 
crores and more. The effect of underspending is shown hy 
the fact that the nominal closing balance of 1930-1 almost 
doubled in two years and approached treble the figure of 1929-30 
in four years. The actual balances were, however, ranch less, 
since, with effect from 1931-2, after the depletion of the reserve 
fund, large amounts were withdrawn from the depreciation 
fund to finance the deficits. 

MINUS BALANCES 

Within a few years of the inception of the depreciation 
fund arose a situation which called attention to the limita- 
tions of the system. In making withdrawals from the fund 
for the renewal of assets, no allowance, as already stated, 
was made for the life already expired before the fund was 
created. As a result of this the arrears of depreciation had to be 
covered by the ordinary contributions. The appropriations to 
and from the fund during 1924-30, shown in Table 86, revealed 
that the fund was overdrawn on two railways, the M.&S.M. and 
S.I. Apart from this, the fund was overdrawn under certain 

TABLE 86. DEPRECIATION FUND TRANSACTIONS 
APPROPRIATIONS TO AND FROM THE FUND DURING 1924-30* 

(Statb-owned Railways) 

{In lakhs oj rupees) 


Railways 

To 

From 

Balance 

Burma 

2,07-92 

2,20-95 

40 97- 

E.B. 

4,74-56 

3,03 61 

1,70-95 

E.I. 

12,36.34 

9,72-40 

2,63-94 

G.t P. 

9,40 20 

8.80-80 

63-40 

N W. 

13,78 37 

9,90 60 

3,87-77 

BN 

6,85-14 

5,38-84 

L,-46 30 

B.B.&C.I 

7,19-45 

5,66 43 

1,53-02 

M.&S.M 

4,8o 53 

4,97 29 

- 11-76 

S.T. 

.3,21-91 

3,33-46 

- 11-55 


Bailway Audit Report 1929-30, p, 80. 
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assets also. As the appropriations to the fund were made 
on the basis of the different classes of wasting assets, the with- 
drawals from the fund to moot the cost of the renewals of 
certain assets whoso life had been exhausted werc^ greater 
than the appropiiations to the fund itself on their account. 
Although a net debit balance was shown, as may bo scon iVom 
the figures summarized above, against only two railways, 
other railways wore also affected under particular assets. The 
most important of such cases was presented by the permanent 
way. The details presented in Table 87 show the appro- 
priations to and from the fund under this asset. Throughout 
the period — ^1924-35 — the provision under this head was over- 
drawn. Not only was this the position in the aggregate, minus 
balances occurred on most of the railways. 

TABLE 87. DEPRECIATION FUND TBANSACTIONS UNDER 
PERMANENT WAM^ 


{In lakhs of rupees) 


Year 

Appiopriationa 
■to the fund 

Appropriation.9 
from the fund 

Total balanoo 

1924-6 

1,87'60 

:h04 82 

-1,17-22 

1925-6 

3,23T2 

4,09-29 

-2,03-39 

1926-7 

3,38 40 

4,23 91 

-2,88-90 

1927-8 

3.51'73 

6,47-45 

-5,84 62 

1928-9 

3,78T2 

4,66-61 

-6,73-01 

1929-30 

3,98-87 

4,82 65 

-7,6.6.79 

1930-1 

4,31-84 

4,41 33 

-7,66 28 

1931-2 

4,48 77 

4,48 08 

-8,23 28 

1932-3 

4,50 29 

4,66 16 

-8,.30 1.5 (8,64 03 

1933-4 

4,76-80 

3,04 75 

-6,01 98 

1934-5 

4,89-46 

3,74-45 

-5,76 97 


*These figures, from 1024-31, aro taken from the Radwai/ Audit Se^jorJ 1930-1, p. !)8, 
The figuro.s for tiie subsequent years are taken from the Appropriation Accounts for oncli 
year. There is n difference in the olo,smg balance stated m the Itaiiway Audit Report and ihn 
opening balance in the Apprapi lation Accounts for 1931 -2 which is Rs. 8,23 97 lakhs 
The figures for 1933-4 and subsequent yeais mclude tho Strategic roilwaj'r, also. 
The closing balance nusluding tlie figure for the Strategic railways for 1932-3 is given 
within brackets. 

One reason for this was supposed to have been the existence 
of considerable arrears of depreciation which might have had 
greater effect in the ease of this asset than in the case of others. 
T h is cannot, however, bo an adequate ^ explanation as the 
appropriations to the fund were steadily increasing whereas 
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tlio iiuiiub balauco« wore iiicreasiiig a liigiici' rale. 

The pj’iueijjal factor will bo found iu tlio capital program 
siuco the iSoparatioji Convention, whicii provided for a large 
number of schemes and main lino I'oncwals. In the course 
of the renewals program, Iioavier rails wore substituted 
for lighter ones, which woi'o emjiloyed in branch lino con- 
struction or ronewalsd-* it would, thoroforo, appear that the 
rates of depreciation for assets under this head wore inadequate. 


TABLE 88. DEPRECIATION FUND BALANCiES AGAINST CERTAIN 

ASSETS ] 924-31 

(State-oavned Railway.s) 

(/?? lalh.^ of rnpcen) 


Class of Asset 


Appropriation 
to the fund 


Appropriation 
from the fund 


Total balance 


Permanent way 24,09 68 31,75'96 

Station machiner 5 ^ 3,13’56 1,23' 37 

Plant 6,14-04 1, 03-33 

Carriage and wagon 19,26-32 I0,18'36 


-7,66-28 
1,90-19 
4,10'71 
9,07 '96 


Complied from Sgui'es taken from Aweiii Report 1U30-1, pp. 93-101. 

* 

The argument for premature renewals also emphasises the 
fact that the existing procedure omitted to take into account 
the element of obsolescence, the need for heavier track, engines 
and the like.^^ The position as regards the other assets is, 
however, different. yStation machinery and plant, for example, 
indicated that the appropriations from the fund from year 
to year formed a low and exiguous proportion of the contri- 
bution to it and the final balances were in one case eight times, 


The Director of Railway Audit reniarkod : ‘Uow far theso oauboa would servo 
to explain the jh/kka balances iiudor '‘pormaiient way” would have to be a matter of 
veiy detailed and export enquiry. In one way, the mothods of allocation tend to present 
the facts in the most unfavourable light. Tho pi omaturo roplacemonts carried out during 
tho past years have resulted xn tho release of a large amount of material of considerablo 
valuo winch has . . . been utili'/od in branch line coixstruction Under tho rules of allocation, 
tlio eroilit for this xuateiifil goes to revenue and not to doprociation fund, X'evenue 
rnaking up tho full origlixal cost of tho asset in tho doprooiation fund over tho term of 
lilo of tho asset. AVure tho credits for the materials released by permanent way renewals 
within the past few years adjusted against tho minus balance in the dcprsoiatioii fund, 
tins would doubtless bo verj' much reduced, and it is doubtful whether in the ciroum- 
stancos existing sinco tho separation of railway finonco from general revenues, tho 
rule at prosoiit followed has been sound financial policy, resulting as it does hi large orodits 
to revenue and a diminished dopreciation fund balance.’— JJmficaj/ Audit Meport 
1930-1, p. 9G. 

Rnilway AwUt .Report 1932-3, pam 101, p, 3-t, 
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and in aiiuliiur luoro tluin bwoufcy tiiues tho liighosi expoiidiiure 
of any oiio ycai' fi'oin Lbo fund, Tlio credit balances imdei’ 
carriages and wagijiis more than made u]3 for the minus balances 
recorded under permanent way, and this might suggest either 
a low estimate of life or underspending. The matter was 
consequently a subject for expei-t enquiry since the same 
resiilts may bo producer! by ilio expiry of life of the assets 
aceordiug to the nilos, though the assets might bo fit for service 
for some time longer.''’'’^ 

Dioktnson’s Eisu.miTiA’- 

Within two years of tho nibroduction of depreciation account- 
ing, the entire system was examined in all its bearings by Sir 
Arthur Lowes Dickinson, who was appointed to enquire into 
tho system of accounting, audit and statistics on Indian rail- 
ways.'^® There were some at the time who maintained the 
view that inasmuch as tho whole of the railway revenues, 
either directly or indirectly, - accrue to the benefit of Govern- 
ment or of the travelling public by way of improved services 
or lower rates, and all additional capital is provided by Govern 
ment, it is immaterial which method oi‘ depreciation accounting 


‘Bill auvthiag ui fchr' nafcui'O of dogmatic asMirtioii,’ sUtod tho Director of llailw-ay 
Audit, ‘la probably more duuguroua Ikto tlaiii luiywhoro el»c. Tho lilu ot a coach or wagon 
is not neoossatdy rixpirecl whon tho full oi'igmal cost has been cOiitubutod by rovemio 
to tho doprnciation fund. Tiio coacdi or tho wagon may evon after that date bo fit lor 
sorvioo on. the lino, and it would not bo oconoinioa! financial policy to scrap a serviooablo 
vehicle, msrely bocansa it has lived its hfo according to doprociation fund riilos. If tho 
vehicle is replaced before it is scrapped or brokon up, the replacement is fi'oin the prac- 
tical point of view a premature one. Actually, it is the ca.so that many veluclos aro running 
on the lino after vehicles which , huilt in roplacoraont of them have boon placed on tho 
hno as \yell. Thus, rapkieomeiit of a coach or a wagon from tho practical point of view 
Clin only be considorod as m arroar.s when tho coach or wagon has been eondomuod and 
brokon up and wdien nothing has been placed on tho lino in its stoad It is, thoroforo, clan- 
gorous to arguo Iroin tho doprociation fund balances that roplaLeinoiite ni'o largely m 
arrears. Undoubtedly, on a number of radways, arrears of roptacemonts do actually 
oxibt. But tho condition of traffic and gonern! financial .stringoney rondor.s it iinprufit- 
ablo at Uic pro, sent moment to carry out thosn replacements. It is imposaiblo for tho 
non-expert to state categorically that tho livc.s of coache.s and wngon.s have been 
underestimalod All that can be said i.s that the balances against this i lass affoicl some 
grounds lor such an inforeiico . Probably, tho only conclusion that can be drawn 
wit'h any degree ol certainty in respect of this particular portion of tho doprociation fund 
IS that when traffic revives there will ho a considerable dram on tlio fund against this 
a.ssat, and it may be that only after those ovenhs have oocinsTd will it be possible to form 
any correct ooiioluaion regarding tho accuracy of tho oslimatod life and whether tho balances 
are adequate or oxaossivo.' ~ Badwaij Audit Jieport 1930-1, para 219, jip. 96-7. 

Beport by Sir Arthur Lowes Dklinson on the System of Accounting, Audit, and 
Statistics of the B ail ways omned and managed hy the Qovernment of Imlm, 1926-7, herein- 
after referred to as DicJrinson’s Beport. 

42— 1514B 



330 


JiATLWAY HXrRNUrTITnE : 1 )EP!! R( ’FATK )-K 


— original eusl or i'('j)iaooni<'iiti cost - should he adoptod. 
Dickinson gave no oiicouragi'iiit'ni t.o tJi('S(‘ l.h('orisLs and ho 
emphasised the itn poi'ta nec ol iirojici’ deprrciaticai accoiintiiig 
in the following lernis : 

‘the importance ot nonnd accouui.iiii; prunnplcs ( aunot hi' nveiiookofl 
Expedionoy should not he allouid to overnde (he punciplc , there is much 
to bo said for the view that the nnlwiu' jiiMpmtv should he handed on 
from year in year intact, i f , pi'opcily maintained in its orieiual state, and 
the cost of i'hiH met out of eat nine i hefore net c.iruinE's ai’i* ('injiloyed [or 
any other pnrjiose 

Exauiining tho rolativo luerits of the repJaconiont and the 
original cost jinncpilos foi' Indian railwfiys, Dickinscm observed : 

‘Ju Kiioh a large oountry witli a dense population, great distanees, with a rela- 
tively small inilago of railways, and low rates, botb for passenger and goods 
traffic, there is need for considerable railway extension which can perhaps 
be best carried out at first by a lower standard of construction to be improved 
gradually as the traffic increases Under such conditions a most conserva- 
tive accounting policy should bo adopted and considerable sums should he set 
aside oaeh year to meet improvements and betterments m addition to provid- 
ing for the rejilacement of units by units of similar capacity as occasion 
requires. One important step towards such a jiolicy is to charge all addi- 
tional costs of renewal and replacement due to higher costs to revenue 
instead of to capital; and a seo'ond equally important one is to charge 
also to rcvouuo auj' such additional costs as may bo due to the necessity 
of maintaining the pro]3erty in tlie iiighest state of efficiency required for 
modem conditions, but which may not correspondingly mcreaso either 
traffic or earnings.’^® 

Dickinson found that in hxing the scales of the depreciation 
rates for oacfi different class or structure and equipment, 
sufficient account was probably not taken of the factor of 
obsolescence.^® In some cases the estimated lives had been 
greater than' would he justifiorl. Ho, therefore, proposed 
that ‘no class of railroad projiorty should bo estimated to have 

” nkhimon's Report, Part I, para 278, p OS. 

Ibid., para 23.'), p. 09. The second step was mot by the terms of tho convention 
wliioh provided for a reservo fund, but as the use of tho surplus is restrioted, Dickinson 
oonsidored it desirable ‘to make higher charges to revenue (which would I’oduoe surplus) 
and to permit of the use of surplus for betterments as well as new construction ’ 

Ilikl., para 270. p, 08. Dickmsonyaid : ‘Tho railways of ludia have mostly been 
in oxislenoo loss than 60 yifiirs and in other countries loss than 80, and during that 
period tho changes in inethods and eousoquont obsolescence have been groat,' 
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a life of more than 50 years, and that in flic ease of electrical 
equipment this shoidd be reduced to a maximum of 25 years. 

A more emisor'vativo attitude was ihus taken by Dickinson 
towards the ]n’ovision lor roneAvais ajid j'eplacements and this 
is maintained throughout in ins report. The real conunorcial 
reason for providing depreciation is more important than the 
particular method adopted, ho stated, because it 

‘provides a fund to meet any eluuiges and reconstruction required to meet 
obaoloscencc, and enablea a prdperty to be maiuiainetl continuously m 
the highest state ol olBoieiicy mthoiit too great a strain upon the revenue 
resources of short period.^, kor this reason alone, the most conservative 
methods of providing foi’ depreuation ahoiild be adopted, 

His recommendations were, therefore, framed in this spirit. 
Besides proposing a mturn to the principle of meeting in full 
the replacement cost.s from rcveime, Dickinson recommended 
an increased provision for obsolo.scence and betterments. Only 
the cost of excess capacity enabling increased revenue to be 
earned should be charged to the capital account. 

No action was taken on i.liese recommendations as they 
were to be examined by a committee of the Central Legislafcui'e. 
appointed in September 1928, to consider the iwision of the 
convention. Meanwhile us tlm Assembly elections came in, 
the committee became fundus officio on the dissolution of 
the Assembly and the Railway Member announced the post- 
ponement of the review ut the working of the arrangements 
till the Indian constitutional issue was- decided. Thus the 
problems were left undecided for au indefinite period. 

The abnormal deterioration in railway finance with the 
beginning of the depression in 1931 led to an enquiry into all 
aspects of railway working and discussions in connexion there- 
with gave a new turn to the attitude towards depreciation 
accounting. The Railway lleti'enchmcnt Sub-Cominitteo, on 

I bid,, para iSO, j) bS. 'Du'kinaoii hliiloil • 'Tlio ago ol oioiliioity lu'b eloaely ahuad 
d-aU cliaiigos in electi-'ical mothoiia appoar to coiom rapidly. In fact, il in not inan\ yaniv 
(sinco loading olectrioal oxportti in Iho XJnitod SinteH would not givo any oloetrii'al appa- 
ratus a lifo of moro than U) to 16 yoars. Thoro would aooin U> ho roahon to think that 
in lohs fchttix 60 yoars oritiroly diffoi’onfc inetliodn ol transportation may l)o evolved udiii’li 
may render oxistmg railways and Lhoir oipiipiiiont to a largo, oxtout obsolol.o ’ 

, Ibid., para 281, p. 08. 
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an examination ol iJic annual ajjprcfju'iaiiojiy io. njul Ji'oin, the 
fund dniing 1 02-1-32, found liiaf in no ^yeui- i\iul payiueiits 
fallen shori^ of willidvawals and that llio sui'jihis, aheady large, 
wan likely io 1)0 larger. On tlieso gi-ouinti ihey ,said that it is 
"arguable tbat tbo jj;xyments to flic doproeiatioji fund am higher 
than necosKary anti Unit ilio aysuined livass of the asset on whieh 
the contribution is based have boon lutehed too low.’ The 
Posts and 'ro]ograj)lis Accounts Connnittoe, v\ho had sojiieiiiuc 
previously oxatnincd tho cpiestlon in connexion vith that 
department, found tliat the charge of underestimation of 
lives was well founded and proposed a revision of the lives 
and a reduction oi' the contribution to their depreciation fund. 
But the Eetrenchment Hub -Committee v/ere not prejiared to re- 
commond that course and propiosed instead that the oxisthig 
arrangements should not be disturbed until a sjiecial encpiiry, 
to be instituted by experts, had gone into the estimated lives 
of railway assets. They conciudec! : 

"Wo cannot overlook tlio Fact that tho contubntions do not take into account 
obsolescence and that they aim at providing; at tlie cud of flie assumed 
life only the original value of the asset and not the actual cost of replacement 
We are convinced that, under any sound sj'stem of accounting, it is essential 
that propej' provision should be made for depreciation of Lhc' propeity before 
arriving at the net receipts fioni workiiig 

OVERCAjeiTALlZATlOtJ AND OTJIEIl OKITiClSiVlS 

In 1932, the Director of Ruilway Audit drew attention in his 
report to certain iinweleomo features wliieli had rosnlted from the 
operation of the depreciation fund rules. Ho stated that there 
was a tendency tov/ards overca])iialization iindei- the depreciation 
accounting system and that ‘the growth of railway ra])ital under 
a system by which all difteronecs between replacement cost and 
original cost and all betterments are charged to capital, while the 
increasing total of the capital account is not checked through 
any scheme of amorti/jatioii, would seem to render advisable an 
early re -examination of tho Heparation Convention.’®^ 

pnui U), u. H, 

Amtil ‘H. 
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3’bc Anclitoj'-Gcnoj'al in lus eommeuls on t-ha Direuior's 
j'cpoj’t iinj>ressed on Governinoiti the necessity to conic to a 
clocision as Ik^ found jiisLiHcation fui- believing that the existing 
rules led to ‘eonsnleralile inllation ui" the eapilal accounts’. 
‘II the future hnaneial position of railways is not to bo 
prejudiced,’ he added, ‘it is iiecessaiy to ascertain the truth 
in connexion with this matter and to taJio nceossary measures 
for the. future.’ Further, railway logisidion would have to 
define the financial ])rincij)los of railway adniniistration whicli 
called foi‘ a great deal of research work heibi'e a decision oil 
coiujilicated financial and accounting prolileuis could ho reached. 
He also doubted whether ‘these (depreciation) accounts suffi- 
ciently represent realities’ for it was suggested to him that 
‘it is questionable whether the maintenance of elaborate accounts 
in the present form really serves any essential purpose and that 
it would be more economical and might be as effective to 
maintain a general renewals fund built up by percentage con- 
tributions on the capital at charge. 

In February 1933 the Railway Member referred in detail in 
his speech introducing the Railway Budget in the Assembly to 
these criticisms and indicated that a thorough investigation 
of the questions involved ivas being undertaken. Id the budget 
speocli in the following year it was umioimeed tliat tlio subject 
was reserved for discussion concurrently with the important fi- 
nancial questions eumieetcd with the con tem] dated changes in 
the administration of Indian railways. The delay in dealing with 
tho depreciation pi'obleni was eommeiil.(>d u[)on by the Public 
Accounts Committoo of the Central Legislature and others. 

The main issues raised by the discussions on the. principles 
and proeednre connected with tJie depreciation accounting 
system of 1024 may be summarized briefly thus. 

(а) Contributions to the fund were c xeo.ssivo. 

(б) Assumed lives wore too lew. 

Letfcor from tho Auditor-Qonoral ni India to Uio StHrotiu'y to llio Govei'junoiit ol' 
India, Fmance nopartmonl., ISro, T.GGi, Ilo]i./732, dated 28 .Inno 1032, para !), (h), (e).— 
Public AmmntH Committee Report,^, 1930-1. Vol. I, I'uVtJT, pji 53-1. 

Public CoiiinnUcc Hcpails 10.32-3 aiid 1933-1. Vol. 1. I'ai'l. 11, 
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(c) Allocation of oxponditiu'o boiwcen cajuiai and nnaanu; 
waw unsound and led to ovei'capitalization and i.hei'el'oiu rcapiired 
revision. 

(d) Provision made under the rules was nut a(lequai(', 

(e) No provision lor amortization was made. 

(/) Existing sy,stcm led to records wJiicb were iiidccuruto 
and unsatisfactory. 

Wo may now jirocced to discuss each of these contentions. 


(tt) QontrihuHoH'S exceasire 


Tlie criticism that contributions to the fund were excessive 
is easily met.^® The high balances ni the fund from 1930 
onwards do not imply that the a]i]iropriations were based on 
an extravagant scale. Firstly, the fact that, no provision 
was made for arrears of depreciaiiou at the inception of the 
fund— which were estimated at nearly Hs. 20 crores in 1922 
— is Giiougli to show that the haiaiices in the fund have been 
nocessai'ily bidow the value of the expired life of the pi'esent 
assets. Secoiidly, the balances thomselves form only a small 
percentage of the total capital at charge.^’ Thirdly, the 
contributions are based on assets which arc now in existenco, 
whereas withdrawals are jiroportionate to the assets in exis- 
tence years ago, which arc falling duo for replacement oj’ renewal 
now. Ill a rapidly expanding industry like the Indian rail- 
ways, the contributions must necessarily be m excess ol‘ witli- 
drawats. Fourthly, the capital at charge increased by lls. 
170 crores during the period 1023 “o2 and appropriations to 
the limd had to bo mci'easod by Ks. 3'42 croi‘es. The newly 
created assets arldod by this expondituro mry not require 
any cxponditnvo from the fund for a long tinii^ to come. Fifthly, 


l lusyolui lias licou alily dwcassiGd by Sir P 11. Hau iix bis I'Kiinnc^al 
Heview 1932-3, pp 3-i). 

S’’ Tho peroontago for tJio yeaw prior to 1931 vamid fi’oiii M! lu 1027-8 to 1'8 m 1930-1 
IliGro wtiii £iTi iiict'Gdso fliiring the .saGftoodiUjf yaarn lai'^aly duo to oompa-rativoly low on:- 
ponditiH'o {iH a roHuit of fhianojal Tlia avorago iiioraaso dui'iag tho first hcv 02 i 

yoava wn'5 only al bho rato of 2 ci'oroH n yoar ; diiriog blio aoxb Ihroo yoar.-* it ro^o to 
Rs. 0 Cl 01 oft a On tlio wliolo tins does nob appear to lio okoossivo as shown hv tho 

batoces of tlio fonv (fnbiHli railways which amounbed bo about it por aopl of thoiv capital. 
■For furbhor doUulH. c;oo Rau’M Hivmo op, cii., and K. V. Tyor, llaUwrhj AcGounls ami 
Fjhuhcp, 10113, Vol. 1, px>’ 05-t) 

! 
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assets renowod (liu'iiig fclio last docado wore pnroluisod at ui- 
flatod prices and eoiitribiiiions arc based on tbo standard of 
those jiricjcs. But the assets whose lives had ox[)i]-cd were 
acqiiij'od at lower jn'ices and nndoj- the rules only the original 
cost is debited to the finuh tbns making the withdrawals 
exco]>LionaHy low. With a. decline in prices the situat ion will 
be revoi’sod and the withdrawals are likely to exceed the rate 
of coniributions. Sixthly, coit-ain items, strictly to bo charged 
to ibe fund, escape under the depreciation rules of 1924. 
Since the rides providi^ only for the renewal or j"cplaeement 
of whole units the cost of partial renewals are chai'ged to 
revenue, ‘Repairs and maintenance’. As Dickinson rightly 
]Dointed out, an asset may be renewed partially and kept up 
many times during its life. The effect of this is naturally 
to licep down the appropriations from the fimd.^® 

The effect of these tendencies wore to some extent com- 
pensated by two factors which pulled in opposite directions. 
The first is that the i-ailways had a comparatively ambitions 
program of works (including renewals) in the years imme- 
diately following the institution of the fund. Tn more recent 
years, the program of renewals suflered considerable reduc- 
tion but the scrapping of assets — particularly rolling-stock — 
without rejilacenient resulted in large withdrawals from the 
fund. The second is the effect of premature renewals, specially 
of the permanent way, already referred to.^® 

(6) Assumed lives too low ^ 

The question whether the assumed life of the assets was 
pitched too low cannot be answered readily. Tbo life of an 

'J'he Wedgwood Commit teo Huppoifcmg Uii'i view snul • ‘The nominal balauno 
of Ihe fund luia grown year by year, lb lias been huggested to us . . tliat this is evidonco 
thal the oontnbutioni, made have boeu uiuiuly high Wo think this contention is 
mistaken. I’ho tleproci.Uion fund, sot up at a period wlien tbo lifo of the assot.s to bo covered 
had already in part expired, is necessarily an iininiitiiro fund, and it i.s an uievitiiblo chui'ae- 
toristio of sueli a fund that tho contributions for many years rnust oxcood tho outgoings 
if tho fund IS ultimately to establish itseU as reasonably sound. This c u'ciimatanca therefore 
affords no presumption that the contributions aio unduly gonorous.’ Wedgwood Com- 
mittee Hepo)t, para 20.S, pp. 125-B. 

Fimnai'il Gomrnisswner’s Eeview, op. oil. The Fnianoial Commis.sioner, Railways, 
observed that ‘under a mistaken intorpretation oi t.ho rules, the original cost of the asiiot 
renewed vi'as m all such oases debitud to tho fund fven when tho asset had not 
boon drsiiosed of, but merely transferred elsewhere , for insfcaneo, when a length of 
permuneut way was romo\-Pd from its original position and rclaid olscwhore on tho hno,’ 
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asset dcpciuls on the JU-tiial wcac aiitl l-('.ar in ujK'i.Udon, tlio 
climaUe contlitions, l/hc tiegi'ec ol progress in ieeJinirpie, and the 
e.ondiiions of railway woi'king and tiwnsport-. But C'om])arison 
with the, standards atlopted by foreign I'adwa.ys shows on the 
whole that the Idb on Lidian railways has not been nndor- 
ostimatod. 'Taking the dguvos adopted by tlxe Ij.Ndii.Tv. 
and the, iSordk Afiiean ftaiiways, (fie eonijiarison of certain 


items with the Indian 

scak'.s stands 

as 

follow.s : 

Tiiiluiii rall\v,->;sn 


1, N.K.ll 


Soiitili Atrii'ini 

Life 


Lilo 

I'ailwiiViS Cifo" 


\ ears 


voai h 

years 

Voi'inanorit. wnv — rails, nml 

-do 

I’oriiiani'nt wav 

211 

T'l-imnnont way : traek 30 

1 imlfiiiugs, ini'lniJm'!; (niiuH 




H.xils and lastoninga 33,) 

aiifl rros-iuius 

Slecpf'iN, 

1,') 



Sleepers anil (asteiiin'j'. 21 

fasti lion ,' 111(1 
lono-oiincri'ti' 

10 




„ si, 01)1 U’oiigli 

••SO 




L'li u motives oneinos anil 

isr. 

Uoi-oinotives 


Ijoeoinntiv L’s. sti am imd ,13), 

tOlllli'l's 


(steam) 


oleelii 1 C 331 

Uoiloi'si 

io 

Can lagob 

.10 

t'oacliPH ami eliictric ,13', 

CoacliiOE; volucles 

30 



inotm' codche 1 

Ooocla veiuclos 

to 

Wagons 

30 

tViigons 33J 

Tclegraplis and lelo- 30 

Elooti'io instruments and 

13 

Rloftric.rl oqnip- 

20 

teleplionrs 


niont 


])hnnos ])oles, wires, etc 

runt 

io 

W'orksliop maolii- 

>n 

Xastnuuenls 10 



uoi'v nud plant 



Motor vohioics, ron<l 

10 

Uoail motor 

o 

Alai'linicvy 20 


vohiflos 


It shoukl be clear from these lignres that the charge of a 
lower scale of Life values is not sustained, and that the Depre- 
ciation Ifinid Committee's estimates on the basis oi' the past 
experience on Indian railways compare vei'y favourably with 
those in other countries. 

(c) Allocation umouitd ? 

The principles of allocation of expenditure between capital 
and revenue and Dickinson’s criticisms have already been 
referred to. Sound and ])vudent finance has always been in 
favour of meeting the full costs of rejdacing an asset by a like 
asset from revenue. The Railway Rates Trilmnal and the 
British railways have taken this view. On Indian railways, 
as wo have seen, this was the practice until 1924- and this 
continued to ho the practice on company-managed railways. 

i*'’ 0. H. Nowfcon, Itmlwai) AocoiitiU, 1030. 

“W'?oia/i Afrimn 'Prinitpoi’f Ott'ifn-enct'. lOSCi, pp. ItiSIVo, 
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On siaitc-inanagod railways, with the institution ol’ the depre- 
ciation fund, the principle adopted has been to charge only the 
original cost of the asset to the fund and the increase attributable 
to iinprovemonb and liighor prices to capital. Orer a long period 
of ups and downs in the price lev cl thoro may not be much to 
choose between the two methods. The undesirable effects are seen 
particularly during a period of liigher prjeos, when the replace- 
ment of assets involves a charge to capital which would, 
under the more conservative principle, be borne by revenue. 
Thus, according to the calculation made in 1929, owing to 
the change towards the original-cost basis of depreciation 
accounting in 1924, the higher charge to capital on account 
of the heavy renewals program during the post-separation 
period was over Rs. 2 crores per annum on all state-managed 
railways taken together- During a period of attenuated pro- 
gram the amount will of course be less, such as during 
1936-7 when the amount was stated to be Rs. 82 lakhs.'*® The 
older method has received support again and the Fiiianoial 
Commissioner, Railways, ontlinmg his proposals for placing 
depreciation accounting on a proper basis stated that it was 
‘certainly desirable to alter the rules so as to avoid the debit 
to capital of any charge where there is no improvement.’ But 
the question might be raised whether it was correct to charge 
to the fund anything in excess of the original cost— if the re- 
placement cost was higher — ’as the contributions to the fund 
Were based on original cost. As the financial . Commissi onei 
observed, ‘Obviously the contributions to tlio fund cannot 
be based on the replacement cost of an asset for it is impossible 
for any one to foresee the level of prices that may exist when 
the asset is due to be replaced.’ On the other hand it was 
desirable to have a system in which the allocation would be 
confined to capital and depreciation fond, without bringing 
in revenue into the transaction. ‘The simplest rule,’ he 
concluded, ‘is, therefore, to charge to the depreciation fund the 
cost of replacement by a like asset and to capdal the balance. 

JPimnoial Cornmismoner’a Bevinw 19S4-C, p. CO. 

43--16MB 
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When, liowevor, the cowt/ ot roplaeomoiit) iiy <x like ixMHet is loss 
than the original cost, the latter slionhl ho ehargoh to tiro 
depreciation fnnd.’^" 

The effect of tho ixdopbion of this proposal in a normal year 
is to rothico tho expenditure debitahle to capita! by about 
Rs. T5 croroB and ineroase pro IdiUo the- exj)euditnro dehitable 
to the depreciation fund. During the de]n’essimr period, with tho 
reduced temiro of railway works ))rogranis, ilio amount, of 
course, was smaller — less than a croro. 

Tha1i the original cost basis of depreciation accounting 
brought into operation tendencies towards over- capitalization, 
as pointed out by the Director of Pvailway Audit, tho Auditor- 
General and the Public Accounts Committee, was admitted 
by the Financial Commissioner, Railways, and ho proposed 
a reversion to the replacement cost basis. 

(d) Depreciation provision not adequate ? 

Another criticism which took up quite an opposite position 
to the one already discussed was that the provision being 
made under the rules was not adequate, Dickinson pointed 
out that no allowance was made for betterments, ‘improvements 
in service, but not producing any revenue’, which should be 
a charge against the net income of the year. On conservative 
financial principles, capital should not bear the cost of im- 
provements which are neither^ revenue-earning nor expense- 
saving, But .in actual practice the segregation is in some 
cases difficult. It may be argued that the cost of safety appli- 
ances and measures may not be brought under this group. 
The large amount of expenditure which was incurred on the 
Hardinge Bridge protection works, for instance, was necessary 
both as a safety-measure in connexion with the bridge and 
for securing the integrity of a revenue earning asset, and was 
to save indirectly larger expenditure on its replacement at 
a future date. The cost of providing amenities for passengers 
may not bring an immediate return. Its reyenue-earning 

r 

Financial Oojnniwavmer's Jteoieta 10.W'S, pp, SO-I. 
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aspect may only be indirect and somowtiai remote. These 
instances indicate the practical difficulties in deciding allocation 
on distinctions based on the effect on earnings only. 

That current revenues should bear the cost of minor im- 
provements and additions has long been recognized on Indian 
railways and this has been met by the minor works provision. 
According to this, when the cost in each case does not exceed 
a prescribed limit— R,s. 2,000 at the time, now raised bo Rs. 
10,000 — it should be charged to revenue. But the purpose 
of this provision was often frustrated by the adoption of a 
principle of grouping by which a number of similar minor works 
are taken as one unit for the purpose of deciding whether 
expenditure should be met from borrowed funds or current 
revenues. 

The practice of certain foreign railway systems suggests 
the desirability of providing for betterments. On British 
railways, according to the regulations made by the Ministry 
of Transport in pursuance of yection 77 of the Railways Act, 
1921, the principle of meeting the cost of ‘betterments 
and minor additions’ from current revenues is recognized and 
limited to cases where the cost of a single unit does not exceed 
£250 and where the value of the improvement does not exceed 
£500. On the South African railways the necessity for meeting 
the cost of betterments has been met by a definite provision 
of l/6th per cent of capital from revenue each year. 

The factor of obsolescence has already been referred to. 
No provision was made on this account, and the need to provide 
for it was not appreciated. The effect of obsolescence on 
American railways, even thirty years ago, was thus quoted 
by Ripley’ from the observations of a leading efficiency en- 
gineer ; 

‘Roadbeds do not weai' out any more, they are realigned witli grade revi- 
sions , ties do not gradually decay, they arc cut to pieces by the heavy 
traffic ; rails do not last their hie, they arc displaced by heavier sections , 
stations do not wear out, they liavo to be torn down to make way for palatial 
strueturca ; round-houses are scrapped becaiwo electrical equipment has 
come in ; locomotives used to last fifty years, the average age of loeouiotivos 
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in. aciual freight service now is not ovtir ten years , wooden passenger cars 
make way for steel cars. A tw'o-per cent tis.se.ssinciit made once used to 
be sufficient for dojireciation fl^ is a, qiiesiion \rliotUei' tliroo per coni a year 
will take care of modern obsolescence 

Tlio pace of progi'oss has iioi slowed down aud it will be 
fiuanoial make allowance ior the factor ot ob- 

solescence. That the depj'oeiatiou fund under the 1924 lailes 
did not allow for this is clear. 

(e) Provision for omorhzatiov 

The desirability of adopting some arrangouient foi’ a gradual 
amortization of railway capital has been disoussed in coimexion 
with the problems of depreciation aecolinting. As the system 
tended towards over-capitalization, proposals were made to 
counteract it and to compensate -for the damage that had 
already been done. The estimate up to the end of March 
1936, indicated that the capital account had been overcharged 
to the extent of Rs. 20 croros.' The Public Accounts Com- 
mittee in their report for 1933-4 commented on the jiroblem 
as follows : 

'Ideally, the depreciation fund, ought to be turned into a lesorve for re. 
newals and minor improvements and a definite provision fo]' amortization 
should bo made out of revenue. The former would involve an inoreased 
allocation of something like lis. 2 crores a year to cover expenditure which 
is at present being wrongly charged to capital, while the latter ought to 
be something lilce Its. S crores a year.’®® 

The amount of Rs. 5 crores was probably based on the 
opinion of the Percy Committee to the effect that the railways 
should pay a contribution of about that amount to Federal 
revenues for amortization of capital or as remuneration to 
the Central Government. 

The amortization of the railway debt, amounting to over 
Pvs. 800 crores, is out of the question. It has been considered 
by Ripley that ‘amortization, so far as the actual principal of the 
debt is concerned, is not essential to sound finance. The same 

William Z. Bijiloy, tiidhoacU li'niunce and Otyaimaiion, p 231 - 5 / 1 . 

FuOlia Aceo'unti Omnmittee Report 1033-'l, Vol, 1, para 0, p, 6. 
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object may m large measure be atbaiued by i'<;gii.laiiy setting 
aside adequate sums for depreciation, oven at the expense of 
dividends. Tlio main point is tlnat the debt, being practically 
perpetual througli refunding, the assets should not be permitted 
to diminish in valne.’^® 

But there are certain (dements in the capital account of 
the Indian railways which should not be overlooked. Apart 
from over -capitalization to the extent of Rs. 20 orores since 
1024-, certain transactions of the jiast iiave Iiad the same effect. 
Thus the capital accounts of certain railw.iys were inliatod 
by the practice of the Govcrnmmit of India buying up then- 
properties from tiie original companies on the basis of rocont 
earning capacity. This has resulted in the payment of large 
premia over and above the actual costs of construction, equip- 
ment and development. The difference in the price paid for 
the railways comprised in the present State-owned railways 
is, according to the figures for 1935-6, £33,885,943 for the main 
lines and £724,213 and Rs. 3,19,09,151 for the branch lines. 
They were distributed over the principal lines as follows ; 


Railway 

Prcniiian 
£ mill ion = R.s. 

cvorca 

B B &C.1. 

fi-e 

7 5 

E.L. 

6 5 

87 

0 foil. 

1 u 

-1-4 

EB 

PI 

1 5 

G.I.P 

14 s 

19 7 

M.&S.M 

26 

.‘14 

8.1 

0-1 

1 3 


'Potal J3-5 

The sum of Rs. 43 '5 crores may be regarded as being in 
the nature of goodwill, at any rate in comparison with the 
status of some of the other assets of the railways.^’ 

There are other similar items, such as loss by excluuige, 
amounting to Rs. 8-42 crores®^ and expenditure incurred ou 

Riploy, op. oH,, p. 131. 

Bedhuay Audil BepuH 1931-3, p. -10. 

The loss by exchange raprs^enls the diftbi'enoe bet^oou the aetuiii rupoo oqiuvalonfc 
of sterling paymenta and the eriuivalout converted according to tho standartl rate of ox- 
chango adopted by Gnvormnout. 
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railway collieries aucl oilier assets noi^ in usi^ a.nionnling to 
Rs. r60 croi'es. interest during construction and loss in 
working amount to Rs. 2‘13 erores and Rs. 2'72 lakhs. Tlie 
former is permissible, but the latter should have been written 
off from the profits of later years. .Prom these instances 
it may be questioned whether, in view ol' the fact that there 
are no tangible assets against those figures, tlicy should not 
bo written off over a series of years. The mischief does not 
end with the mere inflation of the capital account ; interest 
charges and contribution to the general revenues have to be 
paid on that capital. 

The question of the premia paid is, however, a debatable 
one. From the point of view of fidelity of accounting, the 
praotioe of treating the price paid for the property as the 
capital outlay has the merit of stating the transaction as it 
had taken place. It is in accord with current business practice, 
and must be beyond cavil. Even so, the surplus is an in- 
tangible element representing the ‘present value of expected 
super-profits’. G-oodwill or reputation in trade, as Ripley 
states, is a oharaoteristio asset of competitive business and as 
such has only a remote connexion with railways under present 
conditions. ‘With but a single carrier in the field, the shipper 
has no choice and no goodwill either to give or to withhold.’^^ 
Consequently, it has been argued that the valuation of a rail- 
way should not allow for this factor at all. Enough has been 
stated to indicate that the point is contestable but sound 
financial practice has been to recognize the reality of goodwill 
created and, in view of its intangibility and eventual unoer- 
taiuty, to build up a substantial I’eserve fund again.sfc this 


-Diraotor of liAilway Audit oommtiutmg oil tho 
lapital aooount oi tliojaiKvay balttuoo .shoot ‘it seems doubtful whsOhei- a oharterod 

signature to this Htatomont as a truo balance 

Ma mU for the details of the figured used m the^S^ ‘ 

w Sii'P. li. Ran, Rinaiioal Oommissioaor, Kadvraya, examined tho auestioa in 

the r“?ifthlrbe yoncomed, the capiTrcost of 
U\Q lailway is tho price paid foi li, aad I can soo no justiacation for making anv disfcinc' 

bTrun.rXio« !md tho ufn*’' the oiigmal oafitTin^ 

l/l? ' OWIXUM, and tho balanu*. — /i iiwwctfd Qominmiomr’s Bmikw lOTi-'S, para 108, 

ttiploy, oij. oil,, p, -JOa. 



RUliWAY -RXPElSmTTTJRB : T)Ti]PTn!!OTATTOIT 


343 


class of assets.'^- Tlio Director of Railway Audit was Bot, 
tlioreforo, wrong iu his emphasis. Tt is obvious that with so 
large an amount of fictitious assets written into the capital 
account, financial ])T’udouco dictates that an adequate reserve 
should be maintained against them. And the Financial Com- 
missioner, Railways, lumself agreed that there are very good 
grounds for holding that it is ‘firraucially sound and prudent 
to provide annually from rovemio for a sinking fund to amortize 
our total capital at charge.’'*® 

(/) Depreciation accounting records unsatisfactory P 

Besides the objections I'aised against the depreciation 
accounting system on grounds of principle, the accounting 
recoi’ds themselves were subjected to criticism. According 
to the formula adopted, the appropriation to the depreciation 
fund in any year was made up of 

(i) tho contribution for the previous year, plus 

(ii) tho contribution on the total expenditure ou works classified 
as wasting assets inourrod during the previous year cal- 
oulated by dividing the expenditure on the unit assets by the 
number of years assumed as representing tho normal life of 
tho class and adding the various quotients, mims 
(ni) the contribution which expired during the year on account of 
assets having reached tho end of their normal lives. 

While the first and the second parts of the formula were easily 
calculated, difficulties arose on account of the third part as 
it related to assets which were acquired long before the in- 
atitiitiou of the depreciation fund. When tho record of assets 
was opened in 1924-5, the data available .were insufficient 
to provide full or accurate information either as to the date 

Sir Arthur Dickmaon, grouping patents, goodwill and francluse.9, .staled : ‘Promded.. 
that the pnneiph is admitted, of butldiwj up a substantial reserve land against wMtever portion 
of the capital %s invested in this class of assets, U would soem renaonablo to merge tho three 
items into one and treat thorn as part of the porniauent mvosted capital of tho business, 
winch may bo loft to oontinuc at its original value ns long aa the business is a going oon- 
corn.’ (Italics omp— Accounting Practice and Procedure. 1D:28, p. 80. 

But he oontinuoil that in Ins opinion for purposes of amortimtion ‘the capital 
at charge should bo treated as a whole for this purpo.so and there is no logical or financial 
reason for writing off part of it on the ground that it doos not rapresoM tho cost of tho 
asset in (question to tlio original owners. — Phianoiitl Ctonwiissioner s Pemeut 1932-3, 
para 108, p. 68, 
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when the {issot canio into cxi.steuco or a« to tlio daic^ of expiry 
of its not'tnai life, wlicii contribution, s on iL,s ncconni tslioiiid 
oeaso. Tiio actual amounts so ceasing wtu'o in()sf,ly based on 
guesswork tund had, therefore, bo bo lixetl arbrtirariiy. Thi.s 
would not have niattorod imich but for other iiTognlaritie.s in 
the records of th(^ depreciation fund transactions, Tims in 
November li)3l, an arithmetical erj-or was discovered in ihc 
instructions issued for tho upkeep of the dejireciation accounts 
in 1925. An example given in tire instructions implied that 
contributions in regard to an asset with an assumed life of 
40 years acquired in 1924-5 should continue from 1925-U to 
1966-6 inclusive. The latter date should have been 1964-6 
for a forty-year period beginning with 1925-6. The error 
had serious consequences, for entries in the records thus in- 
creased the number of contributions by one. Tn consequence, 
the contrihutions on tho assets whose lives expired year by 
year were also wrongly entered in the accounts of the year 
following. In view of the detailed and enormous work involved, 
the attempt to i-ooalcnlate the depreciation for past years was 
given up and instructions were issued in 1931-2 to the effect 
that the correct procedure should henceforth bo followed. 
But unexiiected difficulties arose and it was decided to make 
the correct procedure applicable to tho assets whlcli came 
into existence after 1924-5 only. 

Scrutiny of the depreciation fund registers revealed by 
this time that they were in a state of confusion and that the 
figures could not bo depended upon as accurate. They were 
not subjected to any check or audit scrutiny. The accounts 
of the state-managed railways were more satisfactory and 
discrepancies could, it was believed, be fairly* settled. But 
the depreciation fund accounts of the company-managed 
railways, which were maintained on a pro forma basi,s in the 
Railway Board’s office, were in an unsatisfactory condition. 
Serious mistakes had been made in the past and erroneous 
adjustments for non-wasting assets were only rectified in 
later years. The corrections had to be distributed under 
the detailed classes of assets and this was a matter of difficulty 
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t-ho pro form/i, accoiiitl.s wero maintaiuod m Uio llaihvay 
Boarrrfi office aiirl not in the officeK of t]\o railways to which 
the accounts relai/ed. 'rtie task of ernrectitig the figures was 
herculoan, and even if it could ha.vo been accomplished it would 
not hawe itn])roved the data regarding the older assets. Tt 
was, therefore, left untonchod as the results were not worth 
tho trouble, and an escape from the difficulties inherent in 
the system was found in the simphlication of the entire ])ro- 
cedurc m tho new rules.'’ ^ 

PRRSE^r’P .SY.S'l'KM 

Tho force of those criticisms regarding the deprociatiou 
accounting .system of 1924-5 was recognized and the first change 
effected was towards the simplification of the entire -procedure. 
It was decided to replace the elaborate calculations to the 
depreciation fund by fixing the appropriations to the fnnd 
at a fixed ratio based on the capital at charge, namely at 
l/60fch, of the total capital at. charge. The new rule was 
applied with effort from the financial year 1935-6. Govern- 
ment th6m.solvo.s were not qtiite .satisfied about the soundne.ss 
of the procedure, for in announcing its adoption the Railway 
Member empha.siaed that 

'this deoisiou li.as bean, t.ikau pumly froui tho point of view of smipliticd- 
tion of procpihire and should not be treated as indioabivo of the final 
views of riovernment on the general question of the amount which .should be 
provided for the pm’po.9o required. The fraction adopted has been .selected 
to yield as far as possible the same results as the older complicated cal- 
culation. In the first ton yoar.s, the average annual contribution under 
the old method was Rs. 12' 17 crores. and under the new method it would 
be Rs, 12'10 orore.s.’'*'"’ 

It may be recalled that the idea of fixing contributions to the 
depreciation fund as a percentage of the capital at chai'ge 
was first propo,sed by the Auditor-General a.s early as J932. 

w Vide- Bailwa;/ Audit Report 1030-1, pp. 91 (i, and Uie -fijiancioi Oommifii:io)iKr's 
Review 1932-3, para 63, pp. 35-6, rogardhig bho state of tho depreoiatioii fund m-ooiinba , 
also the memorandum aontaimng tho results of tho sovutiny of tho pro forma doprociation 
fund aooounts of the company-managod railways as oonduetod by tho Diraotor ol 
Railway Audit and his subordinate offirers, Appendix xi, p. 83, Publia Araount.i 
Oommittea Report, 1930-1, Vol. I, Part 11. ’ 

Budget speech 193.3-6, p. .3, 

41— IRHR 
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In July 1934, iii(; l'’inaiieia! (A/inmiHsiuiu'j', Hailwayri, uxplauiod 
that the appropiiatioiiy to tiie hnid from 1924-5 onwards 
varied from t'fifl t'O {■"/J per reiit ot (_}lc fit cbar^e and 

proposed a iwceniaye of i'()7. or rougb.ly 1 'dOth, ol lh(' capital 
at charge. After discussion in tin' Pnhiic Accomils Coni- 
mitteo it was decided to adopt the percnnlo'rc basis as an os;- 
perimental measure. Tlie r'.Msoihng applied -was that the 
a])propriations under the old rides were an amaigani ot a large 
number of separate calculatieiis of dilfcrcnt assets based on 
assumed live.s which were probably e.'dreinely inaccurate. 
There was no cei'tamty that Ibis actual amount of depreciation 
calcnlatcd was correct within 10 per cent. Since the con- 
tributions made so far formed a fairly constant proportion, 
it was obviously better to adopt the simpiihed multiplier and 
save a lot of time in arriving at a result which was uof accurate 
within 10 per cent A® 

The percentage basis adopted is open to several objections. 
First of all it applies an average rate — a composite figure — « 
not arrived at by any detailed analysis or grouping of assets. 

I It has merely adopted the average of the ratio ol’ the past annual 
contributions to the capital at charge. The contributions 
prior to the change were calculated on the basis of the assumed 
lives of the different classes of assets and their respective rates. 
Any change in the relative proportion of the different classes 
of assets would affect the soundness of the composite figure. 
Although unlikely OA'-ei- a .short poj-iod, it is conceivable that 
the equipment of railways mayo* so alter in character that il’ 
16 per cent of capital expenditure now goes on locomotives 
and 30 per cent on jiermaneiff. way these may become 26 per 
cent and 20 per cent. The percentage L’atio might in such 
a case lead to appropriations either more or less than what 
should have been coircctly made. 

'“Sir iTaniea Gi'igg, Finance Member, and Chau’inan of the Public Accounth ' Cora- 
mittea, remarked m tho courso of the dkeussiona m the Committee : 'Modem accomibuig 
theory ia moving away from the idea of depreciation fund into making a provision 
for renewals and replacomonts and in the ©nd that a roiiewals and roplacement fund must 
bo built np very muen on an ontpiiioal basis, Indeed accountancy is moving away from 
a ftpurions sciontinc system into an enlightened ompiriciain.’ — P?i6^?c A.cco^oilh 
}UpoH 1033-4, VoL IT, Evidonco, Part TJ, Railways, p. 17, 
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SouDudiy, tlio new I'liic did not tliscnniinate hoiween wawting 
and non -wasting ussot TiiiK has in‘obo.bly increaHed the dangei’ 
of the eoni])t)siti3 rate taiiing out of rdignniont with the true 
depreciation. 'I’Jie jnstitication for the jirocednri' was iu the 
assiiinplions made by the (Joi^ornmcnt of India when pros- 
cribing the now rule 

'that, as a yeiiarai i'uh', aj-jt'l.-! .u'a )‘i‘ptuM‘il at thL^'Miil ol llnar noriiiul life and 
that, ovci' ii Ravica dl va.iio, the cltsii'ibution of the asspts of ,i ))io uiidca'takuig 
like liKliaii rail'vav'’ i eluding movf oi Iw.a countant atul fiimlUr that the 
I'iilio of 1ho waisLuiii dsbeta to total eapital at eiiarg. is not likely to fluctuate, 
coiiaidciably in oouiparativolv short ppiiocls’i" 

'riiirdly, as del ads of tiu' credits, debits and baianees relating 
to the several classes of assets cease to be recorded, the position 
with regard to the character of the indiyidnal assets htis tended 
to be obscured. The sJiort credihs to the fund on account 
of the oilier assets, whose iive.s had already expired to some 
extent but for which no provision had been niade, and tlie 
premalui’e retireineid. of assets had. as discussed earlier, caused 
minus balances. It is obvious, in view of what was stated 
m that connexion, that a watch .should hi' kept on the balances 
against the various classe.s of as.sets. 

Finally, the teniative iierceniage adopted lias left an element 

' s. 

of uncertainty. It was freely admitted that it did not pretend 
to represent the correct depreciation contribution and that 
it might have to bo raised. In the event of a change, railways 
must necc.ssarily fall hack on the estimates of depreciation 
calcii kited on the bases of the estimated lives. During the 
very iirst year of the working of the neiv rules, 1936-7, the 
Wedgw'oud Donimitiee expre.ssing tlieir opinion on~this ques- 
tion stated ; 

'We arc not much impressed nitii dm advantage of c.alculating deprociatiou 
on a Hal peveontage nqnal to l/(50tli or 11 per cent of the total capital at 
elrargo. dliis method Is less laborious, no doubt, than takmg the life of 
each description of as.set separately, hut we doubt if the labour saved euin- 
X)onaa.to,s for the loss of accuracy, which may become eoiisidorablc, whilst 
the apparently unscientific character of the flat percentage may definitely 


p7‘0ceedhig^ of the Pf/tndinij Pinonvc VomioUtee pn' VoK \Ji, i, p i(i. 
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weakon tlie authority ot the fund Un the otliei hdiul we see uo nccasiuii 
to undertake elaborate ealculatioiw ot the charaeter that appear to have 
been thought nceesiaiy prioi' to the h’liiaiieial Coniiiussiouer’s lueinoiaiulmu 
of 11 July l(«:i.’*« 

O'rUiiK CHANUKS 

Tho aduptioji of a simjjlef poroentage ealuiilatiuu dealt 
with only ono of tfie problerrii^ ; to rouiovc the difficulties iu 
connexion with the defects in the inaintenance of the depre- 
ciation fund registers. The question of principle still remained 
to be solved. 1’he Financial Commissioner, Railways, discussed 
the criticisms raised iu connexion with the depreciation account- 
ing system of 1924, and proposed the following chiinges which 
sought to meet them ; 

1 (a) Wlieii an asset (.whether it is toohmoally doscii’ibed as a wasting 

<ji a non- wasting asset and whether it is a unit of the former 
or not) IS replaced, the full cost of roplaoomeut by a like 
asset, or the original cost, whichever is greater, should be 
charged bo the depreciation fund and the balauco to capital. 
(h) I’he credits roahxi'd by disposal of assets in connexion with 
works of replacement should be given to the depreciation 
fund and not to revenue as nndov the original rules 
In other I'espects the nile.s will remain uiiolianged ; tlius, for 
example, the cost of an asset abandoned or retired without 
replacement will bo written off oapitid by debit to the depre- 
ciation fund or when the dift'eronco oliargoable to capital 
under tho, above rules is less than the limit for minor works, 
the charge will continue to go to revenue 
(c) A provision from revenue ot about 1/0 per cent of capital to 
cover the cost of minor improvements and additions and 
of uiiiemuiierative works should bo made when railway 
revenues can afford this additional charge. 

II, The oonbnbutioii to the depreciation fund should not bo changed 
at present. 

til. Wiien railway revenues improve sufficiently they should bo 
expected to provide a miuiraiim of i ])or cent of capital for 
amortization 

iVedijWooil OoinmiUee R&jjurl, jjara 207, p. 12u. 

« ffimmcml Oomimasioner’s Review 1934-6, p. 67. Thu araomits roqmrsd to provido 
!iilf<iuat,el,v It)!' minor iinprovomonts nml uddilions and tor amortization, for 1936-0 
wore tiHtliUtttBd at H.s. (i-J crores 
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TJie reversion to the older princij)le of allocation and the 
change as regards credits from disi)osal of assets released fronr 
replacements wore thus completed. I'he other proposals were 
left to await the return of better times and increased net 
receiirts to alibrd a margin to stand the charges. 

One point in these changes deserves to be mentioned. The 
whole attitude regarding the status ol' the deprecialion fund 
has undergone a change. Taking the fact' that as no provision 
was made for the accrued depreciation in 1924 and tliat the 
balances oiigiit to be too small rathe)' tlian too large, it bad 
been argued that the most pracfciwil course was to coiisidei' 
the reserve ‘not as tlie tlicoreticaJ measure of dopj-eciation but 
as a renewals reserve to provide in the long run adequate funds 
for meeting renewals as they fall due.’“” Tins is, according 
to the dictum of Sir James Grigg, in consonance with an ‘en- 
lightened empiricisin’ i)) accounting and free from the shackles 
of a ‘pseudo-scion title’ attitude. Tlie change in the perspective 
has had the effect of broadening the basis of the fund to meet 
demands other than those originally intended. The Tinanoial 
Commissioner, Railways, explained : 

‘vv.o Hhould ensui’c tliat fcho rca('i've should be adequate foe tlie ])Uipose, 
by fixing the eoiitfibutious ao as to aim at providitig' a ic.i.soiiablo uiai'gm 
TJio margin slioultl be suffidont to allow for a .^uUstuntial reseive against 
(i) nontiiigenoios, aiieli tis senes of deficits or uufoveseen disastci’s on a 
largo scale, and (h) tho possibility of our assets becoming obsolescent more 
quickly in fiitriire A reduction in the nniount to lie provided a'linually 
from revoiiuo for renewals below tho present jirovisioii of l/OU of capital 
ohniiot be safely recommendod.’^’- 

While, therefore, the purpose of the fund lias been extended 
to cover, in addition to renewals and replacements, even 
deficits and unforeseen expenditure, the contributions to tho 
fund on the other hand have been stabilised at a figure originally 
intended to cover only exjicnditurc for renewals and rejilace- 
raents. The amount fixed does not allow for the compensating 
change against the overcapitalizing tendency under the oldei' 


IiH>innci(il Oomiiii/ii>nnm''s Jteview 193'l-6, p, 55. 
''u Xbid., pp, 5G-(i. 
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I'Liies and tilt; avitlmietical orror abvady touuneuUal u|K»ii. That 
the (lil'fieiilties on uecuunt of which tlic present change has 
been adopt'd are not insiipt'rabU; is clear from the fact lliat 
on the American railways a detailed sysltin of depri'ciation 
aeeoLintiiig has been prescrdied a,s regards ninijiiiKail. The 
Interstale (lonitnorce ( 'oininissic/ii discussing in the course of 
their icpoid lln- importance of (U'lireciation accounting stated: 

I'lie puipo.se i>J iiecouiitiiig l.s to reeoicl the e.s&elllml liiidlRidl I'dcts \\iili 
lespeet to tin* [iroperty and its opei'iitions ilo.st ol tiiose facts can be 
aiicei'tinaed with precision, but not all of them It is not a sound principle of 
aecountuig that facts of the latter kind should be di.sregarded. Obviously 
the reooi’d will be clo.ser to acciuur.y if they ai'e iippi'oxiinated as nearly as 
may bo. Depjreoiation is a fact of this type It eannob be ascertained 
wath ]Jrecision, beca.nse the future Ccinuot be foreseen with certainty, yet 
it is a part of the cost of operation Accoiintiiig fails of its piirpo.sc if it 
does not supply the best available information with I'csiieet to this or any 
other suiular fact.’'*’'^ 


The principled adojited as reganls the accounting procedure 
were outlined in the Commission’s finding 6 in the same report. 
It runs as follows : 

'We find that the group basis ol depreciation .leiounting. as distinguished 
from the. unit bases, should be adopted , that for corporal e ledger and balance 
sheet purposes the depreciation reserve should be regarded and treated as a 
single and cnin])osito reserve , but that for jmproses of analysis the earners 
.should maintain subsidiary records in whieli tlie reserve is broken down into 
component jiarts oorresponding to such priniaiy investment ueeounts under 
the respcctivi' classifications for steam railroad eompanie.y , as include 
property hereinbefore found to be depi-eciabli>, show ing in those records also 
111 eouiplote, detail by .sucli pruuary accounts the cunent credits and debits to 
the reserve ; and that such detailed information should be reported aunnally 
to this Commission and to the Commissions of all States in whieli the carrier 
opcriite.s 

'J’ho iiisti'uctioiia accompanying those oixlers, which became 
effective during 1934, prescribed that percentage rates should 
be developed l>y sub-cla3.ses of property within each primary 


Intoratate.Commeroo Gommissiuu 
Tolophotio Oompanios, IRIOO Deprocintion 
177 I.O.O,, p. 382-3. « 

]J. -US. 


KcsporC No. 14700, JDepfooiation (Jhargoti of 
OhnrgRa of Stonm Uailvond Oompanlos, 1031 . 
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acicoulit'. Tlioao arc componeiiL rales and IVoiu lliese l•uulp(H^elll 
rates in ahccrtaiaod the rate for each entire primary account. 
From the total of the estimated animal depreciation charges, 
against e;tch |n imaiy account the composite rate of depre- 
ciation for ail erjiujnnent amounts i,s determined. 'Dio pro- 
cedure adopted I'ocogmsos the possibility of cliangcs in the 
individual suli-ciassos of pi-opcrty and modifies automatically 
the composite i'ates.''''^ 

That increasing emphasis is being laid on projier dejire- 
ciation accounting is evident from the recent developments 
on the American railways. On the South African railways 
also there has been an attempt to introduce certain ampli- 
fications and refinements in the existing provision for renewals. 
The practice followed during recent years was to fix the annua! 
appropriations at 60 per cent of the depreciation charges 
correctly ascertained on the basis of the estimated lives of the 
assets. Sir Guy Granet’s Committee, recommending that the 
question of the financial provision for renewals should be 

Tho (lutail ia whioli the (lo]ji' 0 ( laUon .ictouiiliug is L'amoil out inav In' imlicatod 
litit'h lund of propL'rt^ juiliidf'd ui the pnmai'v uci ounts, with respert to mIhiIi llio busir 
(lata, i <’ . tlie Icdgei' valiK’, hW'i ico Itfo, salvapd \ aloo, eto., aro diffcveut is to be listed sopii - 
vatolj and a uito pot cont la dotoi'mmud foi- the stinio. Tho rate pei (■('iit di-ti wauied for 
oai h sub-L’IiisH of pioppi'tf will ho known as a . omponont rule, tbia in viH-ognitioii of tJiC' 
tiat that iinmeduitolj tiUoi a coiiipusite i.ite luis liei n unnpiitod i'oi' (In' puiaai',v aecounl, 
the rpiaulitv nf the A’anous i Ia'<sf'S of projicrly \\ ithiii I'licli pi uiiarv ai w ill be snbjcict 

to fluctuation with the result that tho i orapositr lato may shortly theioalter boooino 
mapplieablo, whereas the cuinpoiicut rales will routmuo to bo appliiahle until surli time 
as tho estimate of sorvieo lito nr saloago value changes 

It IS oontomplatod. tlicrofuro ivherc the omniiusitu rate as in'esciibed bj’ tho Com- 
mission has been developed bv the application ol eompoiioiit latos to tho vaiious sub- 
classes of property within a pnmarv aocoimt and u so>i!rpgation ol the proportj to \dnoh 
they are applicable as maintamed la available. That .sin h component rates may bo used 
to compute tho ( urront dopieciation I’harges regardless of the fact that llie amount of 
the various olasse.s of property has so changed m the meant iiuo as to make possiljlo the 
computation of a slightly dil'leront composite rate. In each case <i corapimv is askwl 
to stale whether it prefers to appily the component rates in pref.ironce to the composite 
late prascribo'd by the Commi-ssjon. In view of the (net. that i ntam (.umpimies h.ul nol 
filed the rsqiUBita data, the Commission prescribed the coinpo-ite pereontags mle.s iindor 
tlie primary' arcouut'. as follows • 

Primary Accounr Kate®,', I’riinarv Aci ouut Kate"/,', 

Wtoarn locorauthes .‘I'd.s ' TUoating iquipinont d 60 

Other locomotives 3'2.'i Work erpiipmeni IhSO 

Freight tram ears 3'50 MiseellanooiiK ofinipment 12-00 

Paasangcr train eais 2-75 

Originally Imntod to rolling stock, tho Connnission, in view of the sharp inoreaso in 
earnings since 1030, extended depreciation accounting to fixed property with effoet from 
1943. 

It ia worthy oi note that while our railways are rocadiag from strict and detailed depre- 
niation aeoounting towards an arbitrary basis oi contnbntion, American railwaya are 
adopting detailed and elaborate accounting motliods. 
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reviowofl, Ri.ak-'cl i.hai' M.ho l»i.sis lor iho fi,unual eliar^n 

slionlfl bo' ouri-ont iioi. rcplac(Mn('nt' cost of i.lio assets in 
service divided by ike estiinated lives of sneh assets. and 
that h.he renewals I'niid should be regarded as required to 
meet a definite liability in respect of the net cost of replacing 
assoi'S at. the end of tlieii- economic lives. 

In the light of these considerations, the iireseni arrange- 
ments with effect from I April I93fi, are not. altogether 
satisfactory. The cha,nge in the status of the depreciation 
fund was due to the financial condition of railways during 
the de[ire.s.sion. A.s may be seen from Table 85, railway deficits 
since 1931-2 were met by temporary loans from the depreciation 
fund. The total amount borrowed during the five years, 
1931-fi, amounting to KkS. 3T50 crores, wa.s, under the Separa- 
tion Convention, to be repaid out of future surpluses. In- 
cluding the coirtribntion suspended since 1931-2, the total 
liability amounted to Rs. 61 crores. The magnitude of the 
figure, the state of railway working and the general economic 
situation rendered the prospect of redemption at the time 
too remote, indeed impossible. The Railway Member and 
his department proposed early in 1937 to out the Cfordion 
knot and argued ; 

'The Aviseat plan in the circumstances appears to be to wnte off all those 
liabilities and to stai’t the next year on the basis of a clean sla-te so far as 
the.se liahilitie.s are concerned.’*’’ 

The pressure for an early resumption of the contributions 
to the general revenues was, with the approach of the oon- 
stitution of the new provincial governments under the Govern- 
ment of India Act, 1935, becoming greater after Sir Otto 
Memeyer’,s Report. But withor\t meeting the accumulated 
liabilities in regard to the depreciation fund and the accrued 
contributions which formed the first charge on the surpluses 
of fiiture years, Government could not appropriate the profits 
which might emerge. In fact, at the commencement of 1937 

Report nf the Railway and.Harbaur Affaire Gommiasion, 1934, para 49. p. 131. 

“ Ibid., para 63, p. 1.3. ' 

TlflilAvny TiAidgot Rpoeoli 1937-8, p. (1, 
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railways were beginning to show increased receipts and the pros- 
pect of a surplus after meeting interest charges in full. A reso- 
lution was, therefore, introduced in the Assembly proposing an 
entire cancellation of the accumulated obligations and starting 
the financial year 1937-8 with a clean slate. The proposal to 
repudiate a debt of over B^s. 60 crores could not help arousing 
severe criticism and opposition.®® RefeiTing to the Govern- 
ment’s view that the actual balance at the credit of the fund at 
the time was sufficient, the Wedgwood Committee pointed out ; 

‘The decision to write off the amounts borrowed from the depreciation 
fund does not alter the baianco of tho fund, nor does it affect the ability 
of the radwaj^s to increase tho balance if that should he thought desirable. 

It doe.g, however, by relieving the. railways of an obligation to repay tho 
amounts borrowed, convey an implication that the present credit balance 
is an adequate one. 

Tho adequacy of this balance cannot be measured by reference to imine.- 
diate requirements. Tlie object of creating a depreciation fund is to 
enable regular annual appropriations to be mac^p from revenue, in bad years 
no less than in good yeans, for the purpo.se of meeting expenditure on re- 
newals ; and this expenditure may fluctuate widely m amount from one 
year to another. It i.s e.ssontial that tho fund should bo maintained at 
such a level as will permit of exceptional requirements being met , more- 
over emergencies may arise, with far greater likelihood in India than in 
Great Britain, which may make .sudden and heavy demands upon tlie ^ 
fund. Having regard to these considerations and to the balance.s which 
are regarded as proper on other railway.s of which we have experience, we 
are of opinion that the present baianco ol Ks 14 crores is substantially 
lower than financial prudence demandis, and that a normal balance of 
Rs. 30 crores would not bo excessive.’®'’ 

It is indeed surprising that Government should have taken 
up this attitude in the face of the views so unequivocally ex- 
pressed by the .Ifinancial Commissioner, Railways, the Auditor- 
General and the Public Accounts Committee. Ihere was, 
if anything, a strong case not only for not tampering witli 
the fund, but for making additional provision to meet emer- 
gencies and other demands foreign to the essential purposes 


“ The principal aspects of this problem are disorwsed by the present writer in Tedernl 
rinanoe and the Future of tlis Railway Contributioiw,’ Railway Accounts and V mance, 
Vol. Ill, pp. 63-77. 

Wedgwood Committee Report, para 200, pp. l-d-o. 

46— 16I4B 
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of a projx>r dopm-iniioti fund. As tlu> ^Ved,^>\V()(Hl Cuiuunttee 
remarked : 

'Tiio financial position of tlio railways is fclionniolily unsonnd when the 
dciii'cciation fund luis to be raided to pay ini-erest eharyes. Rad years 
are eertaui to reenr in the future, as in the [lasi Dniint; the reeent' senes 
of bad years it was found possible to maintain tin' full payment of interest 
charges only by draw ini' neaify Hs. oO crnies from the finulB. The general 
reserye fund was depleted nitlim throe years, and tlu' deprceiatioii reserve 
funel was redneed to one-quarter of its original figure liefore tho economics 
effected and tlio return of lietter traile saved the, situation 

The fate of tlie cancellation resolution was thus clear. With 
the temper and strength of the opposition in the Central Legis- 
lature it was obvious that it would bo lost if put to the vote. 
But without some such measure, it was impossible for the 
Government to appropriate the anticipated surplus diming 
1937-8. Escape from this dilemma was found in a resolution 
moved by the Finance Member proposing a moratorium for 
three years in respect of the repayment of those liabilities. 
Its acceptance permitted the appropriation of the surplus 
revenues by Government without making good the accrued 
liabilities during the depression. Far from facing the problem, 
it merely postponed a discussion of it for three years. After 
three years, the moratorium was once again renewed for a 
further term of two years. 

The status of the depreciation fund and its future was 
thus rendered exceedingly uncertain, in spite of all the attempts 
to clarify the problems and issues involved. It was obvious 
that unless railway revenues witnessed a phenomenal increase, 
the prospect of railways meeting the accumulated obligations, 
particularly to the depreciation fund was not likely to be 
different on the expiry of the extended moratorium. But 
the unexpected did happen after the outbreak of World War II. 
How tho phenomenal increase of receipts solved these problems 
must bo dealt with elsewhere. 

Before concluding this chapter, it should be stated that 
it has not been possible to examine the provision for depre* 

We^givooA Committee Report, para 210, p. I27, 
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ciaiion. on individual railways for three reasons. Firstly, 
depreciation accounting applied only to the state-managed 
system. Though a pro forma account of depreciation on the 
same basis was kept for the company-managed lines, it had 
no significance to them in actual worldng results, as under the 
contracts they continued on the old basis of revenue bearing 
all charges of renewals and rejilacements. The depreciation 
accounts of the company-managed railways were thus only 
of theoretical interest. Secondly, the cjiuostion of principle 
was more important than that of procedure and the individual 
railways had no voice in' deciding it ; they merely carried 
ont the rules laid down by the Railway Board. Thirdly, with 
the adojition of the percentage basis, details are no longer 
available for recent years, as the aggregate figure of the appro- 
priations to the fund has become a function of the capital 
at charge. 

Despite the shortcomings in the present system of depre- 
ciation accounting it must be recognized that it was a great 
step forward. There are not many foreign railways which 
have so comprehensive a system of depreciation accounting 
as the Indian railways.'" Apart from promoting the fidelity 
of railway accounting, it has clarified certain fundamental 
concepts in railway finance. The principles underlying the 
present rules, particularly after the change of 1936, are sound 
and beyond criticism. With the incorporation of the further 
refinements to include provision for betterments and amor- 
tization, the depreciation fund will constitute the best financial 
safeguard to combat obsolescence in future and to ensui’o the 
proper maintenance of our vast railway assets. Even from 
the less circumscribed point of view of national finance, it is 
desirable in* the long run to place railway finance on a satis- 
factory footing so that the general budget is not affected by 
unexpected demands from I'cailways caused by inadequate 
provision. 

Although the present position of the 46in’ecjation fund affords 
ground for satisfaction, the inannor in which the whole question 
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was treated by Government during 193! -42, gives rise to concern 
for the future. The temihation of iJreRcni gam to Govern- 
ment threatened the pro])er maintenance of the lund tor over 
a decade. But foi* the, turn in the tide, Innigmg spectacular 
increases in railway revenues shu'e 1939, the continuance of 
the fund on the existing scale Acould have, hemi in grave doubt. 
If sound policy is likely to he jeopardized by the financial 
exigencies of the State— which also happens to be the coutrollmg 
authority for Indian railways— itroper safeguards are necessary 
to avoid a similar situation in the future, a subject which is 
dealt with at some length later. 
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Mrtgiiiiudc! oJ tlie wagos bill Inoi'easts of salarioa and wagns rliinng J 914-20, 
958. Kise in tlip oodt of dtaft ooinpared with other tactors in the rail 
industry, 95!) Revision of scales of .salaries and wages, 9C)1 Inadequacy 
of wage.s stati.stics, .964 

Gazetted staff, oo.st, 965 ^Oliango.s ui scales of pay, 96.5 High ro.st ol .superior 
staff criticised, 906 Salary cut and letrcnehinent during the deprossiou, 
968 Nciv scales, 370. 

Upper subordinates ■ number and cost, revised sealea, 971 LoAver 
subordinate and other non-gazetted staff, 974 Mimnnim Avage, 976. 
Hour.s of Rmploymont Regulations, 977 

Leave Rules • differences betAA’een State and company raihvays, anrl different 
■ola,s.ses of staff, 378. Revised rule.s of 1990, 379 Other ciiange.s, 980. 

Depression and rotreiichment of staff, 981 Maiutonanco of .a liberal policy and 
the comparative ri.so in the cost of staff, 383. Policy a.s to cost of .staff, 386. 


Towards fcho close of our study of railway oxpoiiditure, it 
was suggested that much of its intractability is to be ascribed 
to the trend of the wages bill. The importance of wages was 
obscured in our examination of railway expenditm-e by the 
minor heads and abstracts. It is only when the total amount of 
wages is considered separately that the cost of staff is found to be 
the largest single item in the annual disbursements of railways. 

Indian railways are the largest employers in the country 
and their wages bill amounts to more than Rs. 35 crores a year. 
The number of employees on all railways exceeded eight hundred 
thousand in 1929-30 and seven hundred thousand in 193G-7. It 
is not therefore surprising that the cost of a staff of this magni- 
tude should amount to 50-5 per cent of total working expenses, 
as the following comparison for selected yeai's indicates : 

PROPORTION OP THE COS1’ OP kSIAPF 'I’O 'i'OTAL WORKING 

EXPENSES* 


Year 

1924-6t 

1929-30 

1936-7 


(In crons of rvjjees) 


Total working 
expenses 
66-35 
73-82 
Q7-4-1 


Cost of staff 
39 11 
99 70 
96-62 


% of total working 
expenses 
50 
54 
54 


-» 

* BaMway Board’s Ilcpcirts. Revised figures used whorover available, 
i Esoludos Jodbpui- Railway, 
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Aftor tlio last wai-, tbere ^vas a prociif-iuus uu'i'('asc in the' 
cost of si-aJI. "Fho ioial cost, on tin' inurita'U t'laHH 1 railways 
— as tliey were latoj' iorinc(l--tnorc tlia.n fl<ml)lnd over a, period 
of nine years, 1913-4 to 1921-2. I'lio lipuros may not be 
strictly comparable owing to certnin items meludcfl from 
1923-4 onwards, and still fmdhcr items from 1928-!) onwards, 
but even confining onr attention to 1913-4 to 1920-1, the 
percentage increase was 91 tiver the pro-war period ; it rose 
to 126 during the next two years. .From 1924-5 onwards 
a still greater inercase occurred, I’cacliing the peak figure of 
Rs. 39-70 crores in 1929-30, or a percentage increase of 184. 
Although the increase was slightly exaggerated hy the in- 
clusion of certain new items, the figures bear witness to the steep 

TABLE 89. TOTAL NUMBER AND COST OF EMPLOYEES' 
(Class I Railways) 


Number of employees Open line Cost of stafl 

All railways Class I railways Class I railways 


Year 

No. 

/o 

No 

% 

Rs. in orores 

% 

1913-4 

633,306 

100 

018,:174 

100 

14 01 

100 

1920-1 

749,010 

118 

726,689 

117 

26 08 

191 

1921-2 

759,846 

120 

734,945 

119 

28 90 

206 

1922-3 

749,680 

118 

723,241 

117 

29 02 

207 

1923-4 

7-20,754 

114 

695,960 

113 

31-42 

220 

1924-5 

745,216 

118 

715,608 

116 

;i3 ll-|- 

236 

1926-6 

761,603 

119 

721,242 

117 

:i4 71 

248 

1926-7 

772,663 

122 

740,164 

120 

36-34-!. 

259 

1927-8 

802,209 

127 

768,648 

121 

38-14 

272 

1928-9 

808,433 

128 

774,615 

1-25 

39 3i§ 

281 

1929-30 

817,7:13 

129 

783,902 

127 

39 70 

284 

1930-1 

781,859 

1-24 

746,779 

121 

39 12 

279 

1931-2 

731,979 

116 

679,048 

113 

:i6 41 

•260 

1932-3 

710,512 

112 

678,016 

110 

34 39 

245 

1933-4 

701,436 

111 

667,371 

108 

:15-15 

251 

1934-5 

706,656 

111 

670,610 

108 

35-40 

253 

1935-6 

712,778 

113 

676,817 

109 

30-36 

259 

1936-7 

687,260 

109 

674,790 

109 

30 62 

261 


* Madways m India Admmislnitioii lieport, 1913-4, 1920-1 ; Indian Mailways Ad- 
mmiAration Report, 1 921-.3, and RaUiaay Board’s Reports for sub&Bquent years. Revised 
(igiirns, wherever available, have been used 

j In Rudway Board’s Report for 1924-6 it is stated that from that year onwards tlie 
flgui’OH hicludo salaries, wages, oyortiino allowanoos, and all other 'allowances which aro 
ol the nature of extra pay, and which are not granted to moot some expoiiso incurred 
in the perforniance of duty such as travailing allowance. But m the Memorandum oj 
the Railway Board for the. Royal Qommassion on Labour, 1930, the hgurc for 1913-4 is also 
supposed to include tho saino items. 

1 Exoludo,s Jodlipiu’. 

§ Tho llguroa troin 1928-9 onwards inoliido also bonus contributions, ooiltributions 
to the provident fund, gratuitius and Wio cost of oonstruotion staff. 



f!OST OF STAFF 


359 


rise in tlio cost of staff. The wages bill, as may be seen from 
Table 89, sbowocl a decrease dining the period of the depression 
and, in 1932-3, the lowest level was touched with an expenditure 
of lls. 34'39 CToros. During the next four years there was an 
increase, and in 1930-7 the cost of wages increased to Rs. 36'62 
crores. The economies which were carried out during 1931-7 
had apparently little effect on the cost of staff, which during 
the period stood more than 2 ^ times that for 1913-4. 

In making a comparison with earlier years, it should be 
borne in mind that extensions to the railway systems have led 
to increases of staff. From 633,000 in 1913-4, the number of 
employees increased to about 750,000 in 1920-1, an Increase of 
18 per cent. During the next four years, 1921-S, there was 
fluctuation, but by 1925-6 the number rose again to the pre- 
vious level. The years which followed the Separation Con- 
vention witnessed a rapid rise and in 1929-30 the number of 
employees stood at 817,733, an increase of 29 per cent. The 
rise in the cost of staff was thus considerably greater than 
the comparative increase in the number of employees, ■which, 
on the Class I railways, tended to be slightly less than that 
indicated by the figures -for all railways. 

RISE IN STAFF COSTS COMPARED WITH OTHER FACTORS 

As the strength of staff' maintained is also determined by 
the volume of traffic, we may compare the pace of increase 
in the cost of staff' and the number of employees with that 
in the passenger milage, ton milage and route milage. It 
will he seen from the comparative figures given in Table 90 
that during the twelve years, 1913-26, the route milage of 
the Class I railways rose from 30,533 to 32,604, an increase 
of 7 per cent. The business of the railways, namely, the 
volume of transportation in terms of passenger miles and ton 
miles, increased respectively by 19 per cent and 35 per cent. 
The number of employees went up by 16 per cent. The highest 
percentage of increase is that shown by working expenses, 
which stood 110 per cent higher than in 1913-4. JEven higher 
stood the increase in the cost of staff, which was 139 per cent. 
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TABLE 90. 


COMPARAITVE INGBEASE IN COS'I’ 


OF S'FAEEi 


(Class I R vrLWA'i k) 


1919-4 

Route milage .90, .493 

Pa.sscager miles 15,707 
Ton miles 15,'2]3 
No. of cm- 597,415 

ployees 

Working Rs 31 ‘29 
expenses 

Cost of staff Rh. 13 62 


1924-5 

%of 

1913-4 

'32,604 

107 

18,585 

119 

20,621 

135 

693,814 

116 

65 'SO 

210 

32-57 

239 


'X. of 


1929-;’.0 

1913-4 

;',5,346 

116 

21,626 

138 

20,802 

137 

774,872 

130 

72-17 

231 

38-77 

2S5 


1935-6 

%of 

1913-4 

35,964 

118 

16.821 

167 

19,776 

1.30 

651 080 

109 

64-, 52 

206 

35 30 

259 


■* Source : For 1913-4, Report of the Royal Commhiswn on Labour hi Iiulut, 1931, 
p. 149; for Mibsoquerit years, Rcahvtiy Board’s Zfrports, VoL. [ and 11 Tho figures used 
aro revised, and exclude the Jodlrpui' and N.(G.)S. Railways. Tho number ol employees 
and cost of staff for 1929-30 and 1935-6 includo construction stafl. Puosengei miles 
and ton indos are in millions, and Ra in croros 


The comparatively higher rate of increase in the cost of 
staff is seen in a still more accentuated form in 1929-30. The 
percentage increase of wages was still higher than that of all 
other factors and amounted to 186. The increase in tho wages 
bill was out of all proportion to the increase m tho route milage, 
transportation effected, number of employees or total working 
expenses. 

The increase m the cost of wages has been general and 
is to be noticed on all railways. In Table 91, the mcroase 
in the cost of staff on the Class I railways is compared with 

TABLn 91. COMPARATIVE INCREASE IN COST OF ST.AFP ON THE 
PRINCIPAL STATE-OWNED BAILWAY.S i 

(1913-4=100) 


li>24-5 1929-30 



B oule 

Pass’gr 

Ton 

No. of 

Cost of Route 

Paas’gr 

Ton 

No. of 

Cost of 

Radways 

imlago 

miles 

miles 

emp’eoB 

staff 

milage 

milo.s 

miles 

cmp’ees 

staff 

Burma 

116 

114 

100 

129 

212 

132 

123 

207 

145 

256 

E.B. 

103 

119 

116 

107 

222 

113 

148 

136 

125 

274 

E.I.I 

101 

105 

140 

127 

263 

90 

132 

136 

IIG 

290 

C4,I P. ' 

11-1 

120 

114 

86 

244 

122 

135 

101 

112 

287 

N W. 

112 

130 

126 

112 

331 

132 

100 

111 

130 

290 

A.B. 

139 

172 

140 

120 

140 

157 

220 

201 

17S 

300 

B.N. 

111 

138 

178 

162 

260 

122 

147 

233 

ISl 

336 

B.B.&C.T. 

106 

128 

142 

118 

274 

107 

121 

134 

124 

306 

B.&N.W. 1. 

102 

123 

141 

108 

179 

102 

160 

140 

115 

205 

M.&S.M. 

97 

110 

141 

110 

220 

103 

127 

152 

123 

247 

R.&K.t 

103 

122 

136 

108 

162 

103 

113 

160 

123 

178 

S.I. 

113 

SO 

122 

117 

219 

142 

120 

149 

. 144 

268 


* Oaloulatod %m-e8 taW from Indian RaUwaya Administration Report, 1913-4 
and Raihuny Board s Report 1929-30. ^ ’ 

|- Includos the figures of tho O.&R. -j; State-ownod. ' 
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the increase which iias taken place in the route milage, traffic 
and the number of employees. On three I'ailways, the A.B., B.N. 
and B.B.&O.I., the cost as compared with 1913-4 had trebled or 

more than trebled by 1929-30. The B.&N.W. and R.&K. 

6 

exhibited the lowest extent of increase. Tire other railways had 
increases of 150 per cent. The percentages for 1929-30 disclose 
a further increase on those for 1924-5 on all tlie lines. 

BEVISION OF SCALES 

It should be observed that a large increase had already 
occurred by 1924-5 and that the subsequent increase was only 
a continuation of the movement. During and immediately 
after the war, the jirice level and the cost of living rose by 
leaps and bounds. The average cost of articles of consumption 
as compared with the price level in July 1914 stood 12 per 
cent higher at the end of the first year of the war, 
25 per cent at the end of the second year, 42 per 
cent at the end of the third year, 78 per cent at the end of 
the fourth year and 88 per cent at the end of December 
1918. In the case of certain articles the increase was much 
greater. It was realized by 1917 that the cost of living had 
advanced considerably and that salaries and wages had to 
be increased. To meet these conditions, temporary increases 
were given to railway labour in 1917 in the form of a war 
allowance, the rate of which was enhanced from time to time 
till 1920. In that year the allowance was merged in a general 
revision of the scales of pay. The scheme of revised pay, as 
framed and sanctioned, took account of the increased cost 
of living in the different provinces traversed by railways. As 
the lower-paid employees were particularly affected by the 
higher prices of the necessaries of life, the percentage of in- 
creases was fixed on a sliding scale, giving much larger propor- 
tionate increases in the lower grades. These measures were 
not designed for railways alone ; they were part of the general 
policy of Government. As the State railways were managed 
as a department of the Government* of India the changes 
introduced in other departments were applied to the railways 
■ ' 46- 1S14B 
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as well. According to tlio jncr<.!as('s saiietioned, iiio ctnployoos 
on diffei’ent grades of ])ay received nuTcincnls {ipjn'oxijuatoly 
on tJie following basis^: 

Mon on Us. 10 to 20 on 1 August, lOl-j would got, 

,, 2o ,, 00 ,, )> 

„ 70 110 

„ 120 „ 250 

„ 200 „ 330 

„ above Rs 330 Rs 100 liinip snm addition 

When these enhancenionts were made the need to provide 
for an adjustraent in the event of a decline in the cost of living 
was overlooked. In 1920, when the rates of pay of nearly all 
classes of government servants, including those on the railways, 
were increased by about 1 00 per cent on the ground that the 
cost of living had gone up, there was no stipulation, as was 
made in Great Britain, that the question would be reconsidered 
when prices came down. The Inchcape Committee, pointing 
out this omission, stated that whereas in 1920 the index number 
for Bombay was 193 on the basis of the pre-war standard 
figure of 100, it had come down to 166 at the time of their 
enquiry. In view of the decline they recommended that the 
matter should be investigated by the Central and Provincial 
Governments. In 1924 the Royal Commission on the Superior 
Civil Services in India^ made certain recommendations as 
regards the pay and allowances of government officers. Before 
discussing the developments from that year onwards the 
character of the post-war and post-separation changes in the 
standards of salaries and wages may be briefly indicated. 

The effect of the successive revisions in the scales of pay 
of the different classes of railway employees may be seen from 
Table 92. The figures indicate that the average cost of em- 
ployees of aU classes had gone up considerably. It 'may be 
seen how the average cost for 1928-9 was very much higher 
as compared with 1920-1, which reflected the increases justified 
by the war-time rise in the cost of living. 

^Mermrandmi'bytU Bailway Board for tU Royal Oommission on Labour 1930 p 307, 

2 Hereinafter referrod to as the lioo Commisaion. ’ * 


()() jK'V coni 
50 

al)oiit 40 ,, 
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TAE LE 92. AVERAGE COST’ PER EMPLOYE E* 


Transportation Mcclianical ongineeriiig 

(Traffic) (Loco carr., & wagon) 



19134 

1920-1 

1928-9 

1913-4 

1920-1 

1928-9 

Railway.^ 

Rs 

Rs. 

Rs. 

Rs 

Rs 

Rs. 


[. 

Supei'ior officer.s 




E.B 

8,657 

9,845 

15,462 

9,644 

10,600 

16,097 

G.r.p. 


. 

17,069 



20,827 

A.B 

7,555 

10,199 

11,019 

8,188 

ll’233 

12,636 

B.&N.W. 

7,560 

7,813 

12,498 

8.130 

9,967 

13,347 

B.N. 

8.942 

9,743 

14,286 

10,838 

13,862 

15,668 

B.B.&C.I. 

9,980 

9,727 

14,884 

10,566 

13,842 

13,240 

R.&K. 

5,718 

9,188 

8,335 

7,808 

11,716 

8,766 

S.I. 

9,732 

10,752 

13,500 

12,300 

17,616 

14,520 

II. Subordinate staff (drawing Rs. 250 

t per mensem and 

over or 

on scales 


of pay rising 

to Ra. 

250 and over) 



E.B. 

3,032 

4,3.36 

4,875 

4,145 

4,707 

4,867 

G.I.P. 

. , 

, . 

4,574 

, , 


5,583 

A.B. 

2,670 

3,207 

3,571 

3,362 

4,634 

4,863 

B&N.W 

3,316 

3,669 

3,620 

3,072 

4,080 

4,284 

B.N. 

2,730 

2,636 

3,446 

4,336 

5,298 

3,476 

B.B &C.I. 

3,315 

3,216 

3,708 

4,437 

0,256 

6,585 

R.&K. 

, , 

3,126 

3,3!)0 

3,147 

3,677 

3,666 

SI. 

3,012 

3,300 

3,420 

4,080 

3,630 

3,996 

III. Subordinate stafif (drawing scales of pay rising from Rs. 30 to 

loss than 


Rs. 250 per mensem or terminating at R.s. 250) 


BB. 

576 

086 

964 

1,180 

1,332 

1,759 

G.IP. 


, , 

890 



801 

A.B. 

602 

679 

757 

442 

569 

548 

B.&N.W 

473 

534 

614 

708 

600 

510 

B.N. 

664 

723 

913 

420 

619 

767 

B.B &C.I. 

691 

954 

1,774 

1,219 

1,646 

903 

R.&K. 

576 

566 

606 

796 

541 

618 

S.I. 

432 

636 

576 

1,116 

1,056 

1,092 

IV. Subordinate staff (drawing loss than and 

termmating under Rs 30 



per mensem ) 




E.B. 

111 

174 

209 

162 

221 

232 

G.I.P. 


, . 

249 

, . 


322 

A.B. 

166 

210 

201 

166 

191 

183 

B&NW. 

89 

122 

145 

102 

109 

192 

B.N. 

102 

146 

188 

108 

156 

222 

B.B.&0.1. 

124 

237 

217 

202 

332 

239 

R.&K. 

121 

147 

149 

107 

181 

171 

S.I. 

72 

156 

lU, 

216 

336 

348 


Memorandum by the Railway Board for the Royal QommUawn otiLabour, 1930. pp. 223-31. 
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The task of oxainining the trend of wages of the difi'erent 
groups of railway ein2)loyee.s is reiidcirod exceedingly ddlicnlt by 
the absence of adequate data. The iniorination avadablo is not 
only insufficient ; even \rhat is supplied does not assist economic 
analysis. Till 1923-4, only the total number of emjjloyees 
and their aggregate wages were publislied in the Railway 
Board’s annual reports. After that year, the information 
was amplified to exhibit separately the number of officers 
and their total cost, the higher classes of subordinates in the 
different departments, and the total strength and cost of staff. 
The object of the additional information presented Avas to 
show the progress of Indianisation and the policy followed 
with regard to recruitment each year. Thus the statistics 
available throw more light on the racial or communal com- 
position than on the economic aspects of railway labour. The 
> broader classification adopted is that of dividing the employees 
into ‘gazetted officers’, or ‘officers on a corresponding status’ 
on the company-managed railways, and ‘non-gazetted’, or 
subordinate staff. While detailed information is available 
as regards officers, additional data for non-gazetted staff relate 
only to a section, namely, ‘subordinates drawing Es. 250 
per mensem and over or on scales of pay rising to Rs. 250 per 
mensem and over.’ This group is referred to as ‘upper’ sub- 
ordinates. But the bulk of the employees is outside these 
two classes, and their status and emoluments are only to 
he ascertained by mference,® It is only since 1938-9 that there 
has been an improvement and statistics by certain pay-cate- 
gories are available. 


^ The inadequacy of the statistics of railway labour was commented upon by the 
Royal Commission on Labour in the following terms : ‘Wliile aolmowledging the ready 
assistance given by the Railway Board and its officers, we feel attention must bo 
drawn to the necessity ior information ooncermng staff matters being made more readily 
available in published reports. JFor many years the annual report! . . . have given operating 
and financial Bgiiras in considerable detail, but it is only within the past year or two that 
staff statistic.? have boon published to any extent. These consist mainly of statemunts 
designed to show the progress made in Indianisation and in the recruitment of minority 
communities and give very little information as to wages and staff costs in different 
branches of the service. Wo find an absence of uniformity in nomonolatnre which prevents 
exact comparisons being made of the numbers of employees and of worldng costs in the 
different doparlmonts of the various railways.’ The Commission recommended that 
proper figures should be available^ and though that recommendation was made m 1B31, 
the Railway Board has not varied its practice . — Moyal Ootnmission Report on Labour 
in India, 1031, p. 171-2. 
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in view of the limitations of the statisbical data, we may 
consider the three broad categories of railway staffd 

T. GAZETTED OEEECERS 

The number of employees m the officer grade during 1924-5, 
1929-30 and 1936-7 is shown in Table 93. The increase which 
had occurred in the number of officers up to 1930 was, as 
shown by these figures, replaced by a decrease by 1936-7 to 
levels lower than in 1924-6 itself. 


TABLE 93. NUMBEJR OF GAZETTED OFFICERS AND OFFICERS 
OF CORRESPONDING RANK ON COMPANY-MANAGED RAILWAYS-> 


Railways 

1924-5 


1929-30 


1936-7 


Burma 

105 


126 


97 


E.B. 

125 


137 


119 


EL 

314 


338 


300 


G.I P. 

221 


246 


216 


N.W. 

293 

1,058 

313 

1,169 

267 

998 

Ry. Board & iniso. offices 

84 


99 


77 

A.B. 

61 


78 


68 


B.N. 

221 


219 


190 


B.&N.W. 

69 


72 


73 


B.B.&O.I. 

194 


188 


170 


M.&S.M, 

144 


167 


137 


R.&K. 

13 


13 


17 


S.L 

114 

806 

149 

876 

124 

779 



1,948 


2,134 


1,852 


* Railway Board’s Reports, Vol. 1. 


Changes in scales of pay 

The scales of pay for officers have an interesting history.*^ 
The original scales prior to 1900 were revised by the addition 
of a number of refinements during 1908-12, such as time-scales 
and improved grades. During 1919-22 time-scales were in- 
troduced for all departments and a ‘tochnicaF pay for civil 
and mechanical engineers and an ‘overseas’ pay for officers 

a 

“ Tlio terms ‘gazetted’ and ‘non-gazottod’. though strictly spealring applicable only 
to the State radway staff, have been used to indicate the two groups of corresponding 
status on the company railways, for the sake of oonveftienca and to avoid coniusion of 
terms. 

See Railway Reirmohmeni Suh-Oommitiee Report, pp. 67-8. 
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I’ecTuitod. from Europe wei'o mltlod. Tlu^ stuiiclixrfl of the 
scales was as follows : 

Assiataiita (jriiioi scale )Rh oOO-UOO ^ pliw Hh 75 ic'clnucal allowance 
District oRicei's (seiuor scale) Rs 550- ^ for eiigiaeors /;/»t overseas pay 
P300 ( ll'S 150 to lls 250 for Europe- 

-1 reermted members 

Depuliey varying from Rh 1,750 to Os 
2,150, eiigineeriiig anti Agency 
Chtefa varying from Rs 2,750 to 3,000 (eiigiiieeiing) 

Agents Rs. 3,500 

As a result of the Lee Commission’s rocommeiiclations, new 
Superior Civil Services rules were made in 1924 accordiug 
to which salaries were split up into ‘basic’ j)ay and ‘overseas’ 
pay, the latter being a fixed amount varying according to 
the scales of ‘basic’ pay from £16 to £30. A second change 
in the standards of compensation was the more liberal system 
of passage allowances to European ofhcei-s. Thirdly, officers 
were accorded increased facilities for medical attendance. 

The revision of 1924 loft the scales of assistants and dis- 
trict officers undisturbed, but the maximum of overseas pay 
was raised to Rs. 300 with a sterling rate varying, as stated 
above, from £16 to £30. In the following year, with the 
introduction of the divisional system, a new class of officers, • 
divisional superintendents, came into existence, and their 
scales of pay were fixed at Rs. 1,950 to Rs. 2,160. 

High cost criticised 

The justification for the successive enhancements and 
modifications of pay since 1900 was ‘increased responsibility’, 
‘to attract recruits of the right stamp from England’, ‘abnormal 
rise in the cost of living’, etc. Discussing the criteria of pay 
and service, the Islington Commission of 1913-6 observed that 
‘Government should pay so much and only so much to theii* 
employees as is necessary to obtain recruits of the right stamp 
and to mainlain them in such a degree of comfort and dignity 
as will shield thorn from temptation, and keep them efficient 
for the term of their service.’ On this principle the com- 
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mission hold that it would moot the case if an incremental 
scale of Ra. 250 to Ra. 500 for provincial services and Rs. 
300-1,000 or Rs. ROSO for Imperial services was adopted, with 
of course selection grades or posts on pay suitable to each 
service. For officers recniited from Europe a slightly higher 
rate, equivalent to an advantage of Rs. 186 per mensem, was 
adopted. Correlating the scale to the decline in the cost of 
living and recognizing the limitations of the wholesale price 
indices, the Railway Retrenchment Sub-Committee recom- 
mended the Islington scales to new entrants, as ‘it would be 
“restoring the real pay of the services to the level” which was 
expected to be attractive in 1916, when conditions wore no better 
than they are now.’® The sub-committee agreed with the Rail- 
way Board in the view that continuous time-scales of pay are 
generally undesirable, except in the first few years of an officer’s 
service,, and consec|uently did not recommend any time-scale 
for the pay of senior scale officers. With regard to the pay 
of the Agent, however, they would not fix any definite limit : 
‘The actual pay given must depend on the man’.’ 

It will have been seen from the foregoing summary of the 
changes in the scales of pay of officers that by 1931 the standards 
were pushed up. During the period following the Separation 
Convention, there was also a gradual fall in the cost of living 
and the enhancements which were made to compensate for the 
higher cost of living during the immediate post-war years 
ceased to have any justification. The decline in the price level 
had also another consequence ; the scales of real as opposed 
to nominal pay were raised higher wdth every fall in the 

® Railway Retrenchment Sub-Committee BepoH, -p. HQ. The new scales of pay recom- 
mended by tho sub-ooimnittoe were : 

Junior scale — from Rs. 2S0 to 500 with overseas pay between Bs. 100 and Bs. 260. 

Senior scale — Bs. 000-800-1,000 „ „ „ „ 

Deputy heads of departments — Rs. 1,250 and 1,500 with overseas pay Bs. 160, 

Divisional superintondants — Bs. 1,760, with overseas pay of Ks. 160. 

Heads of departments — Bs. 2,000 (Bs. 2,260 on larger railways). 

Agents — Bs. 3,000. 

It was added that overseas pay would be admissible only if the recruits of Biu’opean 
domicile were recruited from Europe. 

’ The sub-eommittoo said : ‘ , .wo think that eiroumstancos might easily arise in 
which it would ha very desnahlo to go outside the ordinary run of railway mon to select 
for the post of Agent a particularly good business maa, for example of the type of Sir 
Josiah Stamp, who is now tho head of one of the biggest English railways. Salaries 
must in such case bo a matter of negotiation.’ — ^Ibid., p. 69, 
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jirifie level. If fch<‘ higher .scales acloptod in tJie early twenties 
were fair aiid eqnitahh' a(. the prevailing level of prices, 
the decline in the latter .slioiild have been followed by a cor- 
responding readjustment in the fornii'i'. 

The changes enumerated in the pi'eeeding paragraphs were 
those introduced on tho ,st.at.o-managod railway,s for officers 
of gazetted rank. Company-managed railways generally 
followed the state-managed railways in these matters and 
introduced similar enhancements in regard to the salaries of 
their own officers. Thus all the Loo eon cessions which were 
granted to State railway officers v^ere extended to company 
railway officers as well.® 

Turning now from scales of pay to strength of staff, the 
position in 1931 was reviewed by tho Railway Retrenchment 
Sub-Committee. They found that there was ‘a prima facie 
case for drastic reduction.’ According to them tho increase 
on the North Western Railway in the number of officers was 
not justified.® The curtailment of capital works for which 
most of these officers were engaged did not affect their strength. 
There was, similarly, room for reduction in the leave and 
deputation reserves and the permanent posts for construction 
and surveys.^® The sub -committee stated their conclusion 


® The officers of company-managod railways were treated on the same footing as 
their confrere's on state-managed railways. Thus in tho Budget for 1926-7, provision 
was made for an arrear payment of Bs. 17 lakhs for the extention of the Lee concossioue to 
officers of the E.I., G.I.P., and company-managed railways with effect from 1 April 1924. 
Vide Budget for 1926-7, p. 91. 

” The figures quoted by the sub-committee were : 


Bridge department 

1924 

4 

1931 

10 

Electrical department 

3 

7 

Mechanical shops 

6 

16 


The Retrenchment Sub-CommiUee observed : ‘The new cadres of officers for state- 
managed railways include 139 posts m the junior scale to provide a reserve for leave and 
deputation and also 36 posts for construction and surveys. Wo were informed that the 
former was calculated at 20 per cent of the working posts roughly divided as 18 per cent 
for leave and 4 per cent for deputation. We discussed with tho Railway Board tho possi- 
bility of reducing this reserve as we wore of opinion that it is not necessarily an economical 
plan to have such a reserve. It was likely m our opmion to lead to a superfluity of officers 
during the winter when fewer officers went on leave. Mr. Hayman admitted that m 
winter the present leave reserve might prove excessive, but he claimed that it was for 
that reason that they had combmed tho leave and deputation reserves, tho idea bemg 
to use the. surplus officeis for special duties during the winter. IVe are not enamoured 
of this arrangement. V'ith a supex'fluity of officers, there is always a tendency to create 
work for tliGui &n,d. t/kis wftds lo further unnocossary oxpouciituro, uro convinoGclj 
therefore, that tho leave reserve should ho based on the minimum number of officers on 
leave at any time during the year and that tho larger number of vacancies that exist m 
other parts of the year owing to the greater number of officers on leave should be filled 
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in the following terms : ‘Railways should, in our opinion, not 
have a bigger staff than in 1924, seeing that the traffic is likely 
for several years to be on a lower level, and work connected 
with the capital program considerably reduced,’ Apart from 
this they also proposed drastic cuts in salaries on a graduated 
scaled^ 

Within a few weeks of the publication of the Betrenchinent 
Sub-Committee’s Report, the Government of India, with the 
approval of the Secretary of State, brought into effect from 
December 1931 the Railway and Posts and Telegraphs (Emer- 
gency Deductions from Salaries) Rules, 1931, according to which 
a deduction was made from the pay and allowances in the 
nature of pay for aU railway servants, including the daily 
rated employees on the following scales : 

Where the pay and allowances in the nature of pay 


(i) do not exceed Rs. 30 perjn&nsem 

(vi) exceed Rs, 30 but do not exceed 
Rs 83-6.4 per mensem 
(iii) exceed Rs. 83-5-4 per mensem, 


Reduction 

Half an anna in the rupee for 
every complete rupee 
One amia in the rupee for every 
complete rupee 
10 per oenP® 


In addition to this emergency cut in salary, the cadres 
themselves were reduced in strength. In February 1932 the 


in an officiating capacity by desoi'ving subordinates. This prooedui'e will have the addi- 
tional advantage of enabling the admimstration to tout the capacity of those suboidi- 
natos before permanently promoting them. This will be all the more necessary a»-owmg 
to om- proposal to abolish the lower gazetted service, the percentage of promotion from 
subordinate ranks to the superior services is likely to bo increased m future. We under- 
stood from the Railway Board that at present they wore not in a position to say what 
-weio their mmiraum requirements for leave. Till such experience has been gamed, we 
recommend that the present reserve should be at once out down by half. Similarly m 
view of the fact that at present and for the next few years, there is very little hope of 
money being found for new construction we consider that it is unnecessarily extravagant to 
provide in the permanent cadre for posts for constructions and surveys and wo recommend 
that the 38 posts provided thoroin should be abolished forthwith.’ — Bailwai/ Retrenchment 
Huh-Oomniittee Report, p. 64, 

” The sub-oommitteo proposed, after disous.sion with the General Relronehment 
Advisory Committee, the following rate of outs on salaries : 

For every rupee of the &st thirty rupees of every salary or wage 3J 

for ovary rupee of the next sovonty rupees 8j- 

for every rupee of the next fom' hundred rupees 

for every rupee of the next thousand rupees 10 

for every rupee of the next fifteen huncu'ed rupees 16 

for every rupee of tho remainder ^ 20 

This out was to include all pay and such allowancos as would be taken into consi- 
deration in asso-ssing income tax — Ibid., p. 60. » 

But provident fund bonus and gratuity ware allowed on the rates of pay which would 
have been drawn but for the deduotion — Railway Board’s Report 1031-2, Voh I, p. 64, 


47— 1D14B 
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Railway Board ovdcved tht', rcdiudion of ihc nuinher of officers 
from ],037 to !)32, out of which 2!) ])osls wore held in ahoyance. 
On company-nianagod Jini's 2-J ]iosts were aholislicd and 46 
held in abeyance. Inoliidino the Railway Board’s oifiee, the 
total reductions amounted to 153 on si.atc- managed and 70 
on company-managed railways. As a result of the retrench- 
ments, the services of a lai'ge number of temporary engineers 
were terminated. Sjiecial ]iay and allowances were either ' 
abolished or reduced, and railway servants of all ranks were 
expected to take up some additional work, or perform work 
of a more onerous chai-acter without additional remuneration.^^ 

The number of officers in the gazetted or corresponding rank 
on Class I railways, compared with 1929-30, showed a reduction 
during 1931-2 to the extent of 9 per cent. Excepting the 
transportation department, all departments showed a sub- 
stantial decrease. The fuU effects of the policies were realized 
only from 1933-4 onwards, when • the reductions increased 
to 13 per cent, as compared with 1929-30. In the same year 
the emergency cut in pay was reduced from 10 to 5 per cent 
on both state-managed and company-managed railways. It 
was finally abolished in the succeeding year, although the 
financial outlook was no better than in the previous year. 

New scales 

In October 1933 the Railway Board, with the sanction of 
the Secretary of State, revised the scales of pay of new- entrants 
to the Superior Service (Officer grades) to be introduced 
during the year 1934-5. The new scales represented a sub- 
stantial reduction, but as they did not affect those already in 
service prior to 16 July 1931, the savings expected would not 
materiahze for almost a generation. The character of the^ 

Thus, bhe sanctions as regards personal pay were not renowed. Acting allowances 
were reduced by orders to the ofiect that no officiating arrangements for periods loss than 
21 days should be made. Compensatory allowances {allowances granted to compensate 
for the higher cost of liyng m auch cities as Calcutta. Bombay, Eangoon, etc.) gi'anted 
• to officors wer© rodiiCQu by C6iit* OthGi* componsatory allowancGS woro roducGci 

by the same poroentoge and whoa ^oiaso allowancos wore inadmissible, by 10 per cent 
Railway allowances grouted to staff on relteong duty were also ahomhad— Railway 
Board's Report 1931-2. Vol. t, p. 6.1. ^ 
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now monthly scales as compai’od with the old can bo under- 
stood from the comparative figures given below for certain 
administrative and other postsd^ 


Administrative posts 

Old scale 

New scale 

1. Chief etiginoor Rs. 

2,7.50-126-3,000 

2,250 

Chief operating superiiitendoiii 

2,7.50-126-3,000 

2,260 

Chief oommeroial manager 

2,500 

2,000 

Chief mechanical engineer 

2,500-126-2,7.50 

2,260 

Chief accounts officer 

2,200-100-2,600 

2,000 

2. Deputy Agent 

1,950 

1,300 

Deputy chief engineer, and 

1,950 

1,300 

other deputies 



Other posts 



Junior/asst, officer’s .scale 

375-60-975 

.360-25-600 

(engineering) 



Senior/district officer’s scale 

626-2/60-1. .376 

Grade I 750 



„ IT 850 



„ III 960 


Although the effect of the new scales of pay may not be 
noticed for some years, there can be no doubt that the revision 
has been in the right direction and will in the course of years 
tend to correct the increases in the twenties. 

II. UPPER SUBORDINATES 

The subordinate staff — ^non-gazetted staff on state-managed 
railways and those on a corresponding status on company- 
managed railways — embrace all employees other than those 
included in the class of officers. Their pay may vary from Work- 
shop labourer’s daily wages of a few arnias to twice the starting 
pay of a gazetted officer. A distinction is made, however, 
between ‘upper’ subordinates and other non-gazetted employees. 
The former draw a scale of pay and enjoy a position higher 
than other subordinates. 

Number (lud cost 

The number of upper subordinates on Class 1 railways, 
excluding the Jodhpur and the N.(G)S. Railways, shown in 

1“ See tli 0 Stato Railway JHntablishmenl Oode for further details and for other posts. 
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Table 94, indicates comp.arativoiy tower o!U])k)yccs ot this group 
on couipany-managod linos. J>ot-woeii 1924 and 1930 tliore was 
an incroase of 18 per cent over all systems, it is also of interest 
to observe that tlie percentage increase on stato-managod 
rail’ways was about double that on coinpany-inanagod railways. 
Between 1930 and 1937, thoro was a decrease of 13 per cent. 
The total number of upper subordinates on cunijiany-nianaged 
railways declined from 109 to 98 per cent, and on state-managed 
railways from 119 to 101 per cent. 

TABLE 94. NUMBER OE UPPER SUBORDINATES ON T’HE CLASS I 
RAILWAYS, EXC. THE JODHPUR & N.(G). S. RAILWAYS’*- 


State-managed Goinpan y-managed 


Railways 

1924-5 

1929-30 

1936-7 

Railways 

1924-5 

1929-30 

1936-7 

Burma 

318 

469 

374 

A.B 

95 

99 

113 

E.B. 

417 

484 

402 

BN 

889 

869 

830 

E.I,(& O.&E.) 

1,973 

2,188 

1,871 

B.&N W. 

107 

112 

104 

GIP. 

1,243 

1,549 

1,252 

B B.&O.I. 

939 

1,100 

941 

N.W. 

1,230 

1,457 

1,347 

M.&S M 

290 

331 

318 

Ry. Board & 


229 

230 

R.&K. 

25 

25 

19 

other offices 




81 

296 

334 

269 

Total 

6,181 

6,376 

5,476 

'total 

2,641 

2,870 

2,694 

Total state-managed and company-managed railways 

7,822 

9,246 

8,070 


*NaUway Board’d Repoits, Vol I. Rovised ligwres whersvor availtihli» 


The distribution of these employees between different 
departments is indicated in Table 95, but only some broad 
conclusions may be drawn from these statistics as there has 
been some interchange of stall' in certain years between certain 
departments. Durmg the first six years after the Separation 
Convention it is found that the number of upper subordinates 
recorded a considerable increase, particularly in the mechanical 
engineering, stores. Agency and engineering departments. 
The largest number on all Class I railways was maintained 
during the two years 1929-31, and during this period the 
highest levels were reached. The peak figure was, of course, 
in 1929-30. Between 1929-30 and 1936-7 came about a great 
decrease which gradually reduced the strength from 9,246 
on 31 March 1930 to 8,070 on 31 March 1937, which represented 
the lowest figure for upper subordinates since 1926-6, 

Turning from the number of this class of non-gazetted 
employees to their cost, it will be recalled that an indication 
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TABLE 95. NUMBER OF UPPER SUBORDINATES EMPLOYED BY 

DBi’ARTMENTS* 

(Class I Railways) 


Depai’tmenl.s 


1924-5 

1925-6 

1926-7 

1927-8 

1928-9 

1929-30 

Agency 


82 

85 

100 

98 

104 

109 

Accounts 







479 

Engineeiing 


1,3^ 

1,415 

1,625 

1,620 

1,567 

1,628 

Transportation 


2,623 

2,222 

2,160 

2,206 

2,335 

2,480 

Commercial! 


162 

169 

146t 

162! 

168 

164 

Mechanical 


2,699 

3,224 

3,291 

3,335 

3,426 

3,488 

engineering 

Stores depart- 


138 

151 

154 

164 

173 • 

175 

ment 

Other depart- 


893 

907 

933 

1,012 

1,046 

594 

ments 

Railway Board 




122 

131 

218 

229 

and other 
offices 

Total 


7,822 

8,173 

8,420 

8,617 

9,017 

0,246 

Departments 

1930-1 

1931-2 

1932-3 

1933-4 

1934-5 

1935-6 

1936-7 

Agency 

114 

107 

96 

94 

100 

100 

96 

Accounts 

4G8 

448 

440 

461 

413 

418 

409 

Engineering 

Transportation 

1,466 

1,366 

1,287 

1,225 

1,190 

1,188 

1,180 

2,379 

2,267 

2,176 

2,099 

2,137 

2,107 

2,026 

Commercial 

149 

139 

136 

141 

119 

121 

178 

Mechanical 

3,489 

3,305 

3,320 

3,243 

3,237 

3,172 

3,241 

engineering 

Stores depart- 

179 

179 

173 

177 

171 

165 

166 

ments 

Other depart- 

603 

683 

576 

610 

395 

694 

646 

ments 

Railway Board 
and other- 
offices 

219 

241 

214 

206 

216 

226 

230 

Total 

9,066 

8,685 

8,416 

8,246 

8,178 

8,091 

8,070 


* Railway Board’s Reports, Vol. I. The figures against certain heads left blank for 
certain years are not available and are included in the figures ol ‘other dopartinenls’. 
t K.&K. has moluded also Transportation under this head. 

J The cost of this department on the B.N., B.B.&C.I., Burma, E.B., M.&S.M. 
and R.&K. is included under Transportation. 


has already been given. The scales of pay of upper subordinates 
were revised in 1920. The extent of increase in 1920 is disclosed 
by the figures given in Table 92. A general idea as to the 
subsequent changes up- to the orders of 3 933 may be formed from 
the following scales of pay of staff in the office of the Railway 
Board. The scale under A refers to those who were in permanent 
service piior to 1 ISFovember 1924^; the scale under B to those 
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who outeved sei’vioo after that dale, but belore 16 July 193J ; and 
the scale under (.! to those who joined on or after 16 July 1931. 

SCALES OF FAY OF THE RAILWAY BOARD, U1>FER 
SUBOllDINATE STAFF > 

A B 0 


Mimslofial oslablisli- 200- 1 M ) 

ineiit 

Asaiatants, Isi DiviKion :$75-25-500 
Clerks, 2iid Division lOO-S-IIOO 

300-25-350 

Stoiiographers 175-9-400 

* Stale Radmay Establishment Code. 


IS0-15--J 50 J 40-10-310 (BE.) 

at Rs 280 


100-8-200 SO-4- 120-5-200 

150-10-300 1 25-5-180-10-300 

E. B inoiiiis offiGioiioy bar. 


There were similar changes in the pay of upper subordinates 
in the attached offices of the Railway Board and in different 
departments of the individual railway administrations. It 
is not possible to refer to them in the brief survey that is at- 
tempted here. The instance just given afibrds a fair indication 
of the nature of the decrease in the scales of pay from 1931 
onwards. Here also the interests of existing employees have 
been protected, and only newly I'ecruited staff would come 
under the operation of the lower scales. As with employees 
of gazetted rank, the effect of these changes in the cost of 
staff will be seen only gradually, when with the natural wastage 
of the older staff the recently appointed employees on lower 
scales take their place. 


III. LOWER SUBORDINATE AND OTHER NON-GAZETXED STAFF 

Employees not coming under the two categories already 
considered represent lower subordinates and other non-gazotted 
staff. The total number of this group is not stated separately, 
and can only be arrived at by deducting the number of officers 
and upper subordinates from the total staff'. The magnitude 
of the numbers involved m this group may be judged from 
the figures given below. This group constitutes the bulk of 
the railway staff. It would have been of interest to separate 
lower subordinates from the other non-gazetted staff but the 
information, unfortunately, is not available for the period 
under review. A general idea as to the proportions of the 
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three groups is uffordod by certain comparative figures prepared 
by the Railway Board in 1935-6, according to which as shown 
below lower snbordinutes accounted for 384,000 out of a total of 
613,000, the balance being under labourers and inferior servants^® 
The cost of the lowei' subordinates is not available on any 
satisfactory basis. 

TABLE 9G SlTtliNGTH AND COST OF LOWED SUBODDINATB, 
LABOUR AND TNEEBTOB STAEF-i- 

{Es. in ooim) 



191.8-4 

192;] 

1-4 

19,85 

■6 


' No 

Ds 

No 

Rs 

No. 

Rs 

Lower subordinate.s 

298,562 

7 ;i6 

.817,227 

14 94 

388,868 

20 0.8 

Labouj’ors 

1.57,001 

]-47 

177,816 

8 1.8 

164,290 

.8 98 

Inferior .servants 

56,699 

0 61 

67,678 

1 .83 

65,386 

1 39 

Total all employees 

558,406 

12 6:1 

632,905 

27 00 

612„926 

31-79 


* Public Accounts CommUlcc Report 1935-0, Vol. I, Pail II, pp 6il-6. Figures rolato 
to the 11 Class I railways excluding the Burma. 

A different type of analysis was adopted by the Royal 
Commission on Labour in 1931 on the basis of information 
supplied by the railway administrations. But as the figures 
included u 2 Dper subordinates also, the information is not holjfful 
in defining the status and wages of the remaining non-gazetted 
employees. The limitations of the statistical data thus render 
it impossible to undertake anything more than an examination 
of the information collected for, and during, particular en- 
quiries. It will be seen from the figures of the lower category 
of the subordinate staff shown in Table 92 that the average 
cost increased during 1921 -.9. 

Mwimvm, zvagr. 

From 1930 onwards, due largely to the growing influence of 
organized labour, the recommendations of the Royal Commission 
on Labour, and the policy of Government to imjirove labour 
conditions, action was taken to liberalize the scales of wages 
and the conditions of work. Prior to Ajiril 1929, the investi- 
gations made were of a general nature on which it was not 
possible to build up a scheme of revisiqn. Early in 1930 'an 

1® Piihho Accounts OominiUeo Report 1935-0, Vol. I, Part IT, p. 5.'). 
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attempt was made to revise the scales oh tlio K.B. aiid G.I.P. 
Railways oh tho basis of a iniiiinium wrigo. Ah increase in 
the wages of lowor-paid employees was sajictioned to these 
administrations with cflect from A]iril 1630. The estimated 
extra reourring cost was Rs, J-'5 lakhs and Its. 5 lakhs, res- 
pectively, for the K.B. and G.I.P. , though the immediate cost 
was greater on the latter, namely, Rs. 8 lakhs. The x4..B. 
also introduced, on the lines of the R.B., revised scales of pay 
for its subordinate staff in the traffic, locomotive, engineering 
and medical departments, at an estimated increased expendi- 
ture of Rs. 1 T8 lalchs, of which 83 per cent was on account 
of increases in the lower services. In July 1930, the M.&S.M. 
had its proposals for bringing the wages of lower grades into 
line with those on state-managed railways sanctioned at an 
extra cost of Rs. 4 laldis, A further revision of the pay of 
its clerical establishment was also sanctioned three months 
later at an estimated annual cost of Rs. 67,000. On the E.I., 
an investigation on similar lines was made in 1930, and in 
September of that year its proposals were given effect to at 
an estimated cost of Rs. 11 lakhs annum. Similar enquiries 
were also instituted on the N.W. and it was found that the 
wages did not call for improvement.^® 

The latest revision in the scales of pay of low-paid staff 
introduced by these attempts effected a further improvement. 
It is impossible to refer to the changes in detah in the wages 
of all the different classes of employees. The results may 
best be indicated by comparing the higher scales adopted 
with the older scales for certain classes of employees on the E.I. 


BHOCK SIGNAL WORKSHOP STAFF. HOWBAH 


Fitter 

Driller 

Turner 

Moulder 

Engraver 

Carpenter 

boy 


Old 

Minimum 
0 8 0 p.d. Bs. 
ISO.. 

0 le 0 „ 

1 0 0 „ 

1 0 0 „ 

0 12 0 „ 

0 0 0 ,, 


niaxhnwn 
90 p.m 
17 0 p.d. 
2 I 0 „ 

1 U 0 „ 

2 6 0 „ 
64 p.in. 

0 16 0 p.d. 


New 

Minimum Maximum 

As. 13-l-16-ip24 p.d. Kg. 62-21-67 pm. 

.. Aa 13-1-16-1^24 p.d. 

‘ As. 32-14-40 

Aa 24-1 1-32 
.. As 32-14-40 

12-1-16-14-30 Bs. '10-24-65 p.m. 

7-1-11 


* p.va, per mensmn. 


p d per dim. 


Bailivap Board's Reports 1930 - 2 . 
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hours oj Em^iloyment He(julatio7is 

In 1930 another great Rohcm© also came to fruition. I^his 
was tlie application of the Wa.shington and Genera Conven- 
tions prescribijig respectively, a 60-honr week and a weekly 
rest clay in indnstj-ial nndortakn-ios. Although they wore 
ratified by the Government of India prior to 1924, their appli- 
cation to Indian railways iirosented difheulties wliich had 
already been experienced by tj-ans])ort service.s in other conn- 
tries. They were accentuated by religions and social customs 
in India. The Indian liailway Conference A.ssociatfou, after 
considering the conventions, framed rules, but they wore ex- 
haustively re-examined in 1929 with a view to specifying the 
branches of railway services to which they were to be applied. 
An enabling bill authorizing the Governor-General-in-Conncil 
to make rules was introduced in September 1929 and, after 
emerging from the Select Committee, was passed by the Centi'al 
Legislature early in 1930. Those rules, when finally framed, 
assumed a statutory character when imblished in the Gazette 
of India in January 1931.^^ 

The new rules took effect on the N.W. and E.I. on 1 April 
1930, and a year later on the E.B. and G.I.P. The change 
brought some 400,000 out of 700,000 I'ailway workei’s on Class I 
railways within the scope of the Hours of Employment Regu- 
lations. The increase in working expenses as a result of the 
application of these regulations was estimated at about Rs, 
45 lakhs per annum, on account of the additional staff of 
10,000 needed. The policy of extending the rules to other 
railways suffered an interruption owing to the beginning of 
the depression and the pressure for economy. The Railway 
Retrenchment Sub-Committee themselves recommended that 
the policy be stopped with the first two railways, but the 
Government of India, in view of their international obligations, 
decided to stop only after extending it to two more systems. 
The question was revived in 1935-6, when the Hours of Em- 
ployment Regulations were given statutory effect on two 

U Ibid. 

4S-irn4B 
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more railways, iho B.13.4%C1.1. and M.&S.M. This brought 
some 71 per cent of the railway staff within the benefits of 
the new legislation. The remaining railways were' brought 
in line during the next five years. 

nULFS 

The strength of staff maintained and, therefore, its cost 
are influenced by the policy followed as regards the grant of 
leave on full or partial pay. Thus, as was mentioned in con- 
nexion with the pay and strength of officers, there came to 
be maintained a 20 per cent additional strength to keep a 
reserve of 16 per cent of officers proccechng on leave and 4 
per cent for officers sent on deputation. The state-managed 
railways are generally subject to the rules regarding leave 
adopted by the Government of India under their Fundamental 
Rules applicable to other Government departments. Accord- 
ing to these rules, an employee of non-Asiatic domicile earned 
leave on full pay at Ihe rate of 6/22nd8 of duty. An employee 
of Asiatic domicile was allowed a slightly lower rate, namely, 
2/llths of duty. An employee, if he served for, say, 29 years 
would have due to him in all seven years of leave, if of non- 
Asiatic domicile, or six years, if of Asiatic domicile. Of this 
total, not more than three years could be on full pay in the 
case of the former, and two years in the case of the latter, 
extensible, however, to three on medical grounds, or out of 
Inffia. Finally, leave not due might also be given in advance 
of being earned for a period extending up to six months in 
all without medical certificate, oi' for longer periods with 
one. 

On company-managed railways rules were made on similar 
lines under the Fundamental Leave Rules for the guidance 
of railway companies, sanctioned by the Secretary of State 
as early as 1901. These rules group railway erpployees as 
■either Europeans or non-Europeans. They were not so liberal 
as those on state-managed railways. 

ts M^nmamlum by the Railway Boafd/or iU Royal Oo^hmaion on Labour, pp. 146-6. 
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Tliere were considerable differences on the individual ad- 
luinisirations. -Thus on the N.W. leave to lower grades of 
staff was limited to 60 days sick leave on half pay in a calendar 
year besides 15 days casual leave on full pay, while employees 
in higher grades got their leave under the Fundamental Eules. 
Anomalies had also crept into the old company-managed 
railways acquired by the State. Employees of the E.T. and 
G.I.P., for instance, whose status in this respect was not dis- 
turbed, continued to get their leave under the old company 
rules while those recruited after the State acquisition got 
theirs under the Fundamental Eules. Between companies 
themselves there were differences, such as a limit of three 
months on the B.B.&C.I. and of four months on the B.JSF. 
for privilege leave of subordinate staff. 

The practice'' varied from those just outlined in the case 
of workshop staff and inferior services. Labourers employed 
in workshops, generally on daily rates of wages, were given 
the concession of a limited number of workshop holidays with 
full pay or of casual leave in lieu of holidays after they had 
completed one year service. The actual number of days 
varied from 6 on the A.B. Eailway to 20 on the E.B. Eailway. 
A more generous standard was adopted for monthly rated 
employees in receipt of Es. 21 and over, in the Jamalpur work- 
shops of the E.I. Eailway. 

Revised rules of 1930 

On 1 September 1929, an attempt was made to extend 
leave privileges to workshop employees of three years service 
in the LiUooah Workshops of the E.I. by converting their daily 
wages to a monthly wag© at the rate of 26 times the daily rates. 

The situation of other employees m inferior service was 
not satisfactory. Labourers employed in sheds, train-exa- 
mining stations, on daily or monthly rates of pay, station 
menials and others were treated on the same footing as work- 
shop employees. But in lieu of holidays they were given 
15 days casual leave in a calendar yeg-r. On state-managed 
railways, several classes of montMy rated’ employees were 
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allowed to oariv leave aecovding to ilu' Idnulaiiuada] Hides, 
but it was subject to the eondilion Dial no oxti'a eost Kboiikl 
bo imiiosed on the State. 

On a review of the position, the Hadway Board euiududed : 

(1) that considiTiiig tli(‘ climatu' ami iit-hcf couditious of woikiiig in India, 
the leavi! terin.s applicablo to worlmliopH <uul otlior lalioiir call foi a ciilani 
measure of inipiovciiicnt in thc> i-asc of cinfiloyecs irho liace .settled down 
in tlio Railway Depaitmeiit and liave, eomjileted say, throe >earH serviw' , 

(2) that other men in infonor .service nn;>lit with advantage be tieated 
on a par w’ith workshop and oilier labour, the 'no-extra-cost' eonditions 
hoiiig removed ; 

(U) that the leave term.s applicable to .superior and subordinate staff 
are over-liberal In fact, the majoritj' of railiray .sei'vant,s avail tlu'in- 
solves only of the leave they can get oii full pay, including casual leave, 
and if such leave is not due, a limited amount of leave on half-pay m the 
event of sickness or oii special occasion.? , 

(4) that the leave rules on company-inanaged iiulwnys require re- 
casting, specially m the direction of removing racial discrimination 

The revised rules, which came into foi'co on ail the state- 
managed railways on 1 April 1930, attempted to bring leave 
rules into better conformity with Idie needs of a commercial 
department bjr making them simpler and obviating elaborate 
calculations of leave, leave .salary and leave aeeounts ; to 
remove racial discrimination which had persisted on the El. I,, 
G.I.P., and Burma after State acquisition ; and to allow what 
the Railway Board regard as a reaso, liable amount of leave 
privilege to all classes oC railway employees without making 
its grant dependent on the ‘no-extra-cost’ condition. The 
Secretary of State sanctioned the Railway Board’s recom- 
mendations being extended to the company-managed railways 
and they took effect on 1 October 1931.1® 


Other change, f, 

T’here were other [irobloms wliich were no le,ss important, 
and the eliorts of the railway unions were directed towards 

"I rho l^nye pnvilogos grantod wore : for continuous service of xnoro than 3 years, 
and loss i'hnn 10 years, 10 days leayo on full pay por naleudar year ; for a period extend- 
ing up to lO yoavs and le.ss than 20 years. 10 days leave on full pay per oalondar year ; 
and lor a poriod o^oodu.g 20 yoars, 20 days full pay. Leave on medical certificate on 
half pity up to 30 days por calendar year and 120 days in. all. 
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iiiiding a solution. There was, for instance, a wklesj)read 
feeling of instability of service arising from a feaj- of dismissal 
or wrongful discharge. Many of tho strikes which occurred 
during the post-war ]ieriod were connected 'directly or in- 
directly with this factor. Stops wore taken in 1930 to improve 
the security of tenure, by providing for a right of appeal and 
other measures gemn'ally safeguarding the interests of nou- 
gazetted staff. 

Another important reform was the .speeding up of ])ayraent 
of wages within 14 days of the close of the mouth to which 
tlicy relate. Inordinate delays in payment, which formed 
one of the grievances of labour, were sought to be j'emoved 
by special measures taken for the purjiose. The Railway 
Board also formulated a definite policy of granting financial 
assistance to lower-paid staff for the education of their children 
at boai'ding schools which were away from the employees’ 
stations. Similarly, facilities to relieve indebtedness through 
grants from the staff benefit and other funds wem also ex- 
tended. 

Reference should also be made to the attempt of railways 
since 1924, to impirovo and maintain the efficiency of tlie staff 
by the establishment of technical or area schools to provide 
regular or refresher courses of instruction and training for 
officers and subordinates on various aspects of railway working. 
Although the more ambitious Staff College had to be closed 
shortly after it was opened, the other institutions carried on 
their valuable work uninterrupted. 

DEPRESSION AND RETRENCHMENT OF STAFF 

While measures for the' amelioration of tho service conditions 
of lower-paid staff were being elaborated and introduced 
gradually, the effect of the dejiression in 1931 and tho financial 
stringency rendered it impossible to continue them. There 
was a spasmodic contraction in the volume of railway em- 
ployment, Railway administrations had to cut down costs 

t 1 

For a more detailed account of those cliaiigeSj see the chapter on Staff in Tiailway 
Board's Raporta^ from 1029-30 onwards. 
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by reduction in materials and stores, and by operating railway 
services with a reduced staff in the latter part of 1930 itself. 
Certain" administrations started on a. ])olicy of di,scha7’ges and 
demotions of their employees. The numbei' of staff on 11 
Class I railways decreased from 728,821 on 31 March 1930, 
to 690,277 on 31 March 1931, a reduction of 38,544. ' Of the 
number in 1931, 40,502 wore discharged and they consisted 
of 32,655 permanent employees and 7,847 temporary otnployees. 
Another 4,392 were demoted. Before these retrenchments 
were carried out, the All-India Railwaynienh Federation could 
not get the Railway Board to agree to suspend or cancel their 
measures tih an enquiry to their necessity, extent and 

character was completed. The Federation asked for a Court 
of Enquiry under the Trades Disputes Act 1929, which was 
appointed on 13 August 1931. The Railway Board stopped 
on 7 July 1931, further retrenchment of staff till October 1931. 
The Court, after enquiry, held that the evidence did not support 
the suggestion of improper conditions of work to the staff 
not retrenched, and was satisfied that in making retrenchment 
due regard had been paid to the stoppage of recruitment, 
normal wastage and retirement of staff taking their gratuity 
and provident fund. Except for the consideration given to 
a few hard eases, the policy of retrenchment was generally 
approved. 

Railway employment thus became a contracting spiral 
during tbe depression. We may indicate the effects of the 
retrenchment of staff and stoppage of recruitment by examining 
the statistics of the number and cost of non-gazetted staff. 
Including upper subordinates, the non-gazetted staff on Class 
I railways declined in numbers as compared with 1929-30, by 
6 per cent in 1930-1, and by 12 per cent in 1931-2. A further 
reduction making a total of 16 per cent was carried out in 
1933-4, the year representing the lowest figui’e since 
1930. 'During the next three years, the non-gazetted staff was 
only 84-5 per cent of the pre-depression year. The decrease 

Bailway Board's Meyorl 19.'n-2, Vol, I, pp. 84-6, 



GOST OF STAFF 


383 


was generally greater on state-managed lines. With the 
exception of the B.B.&C. which had a percentage figure 
more or less similar to the total average, all company-managed 
railways had a non-gazetted staff of over 90 per cent of 
1929-30. There was on the A.B. even an increase by 5 per 
cent. 

TABLE 97 TOTAL NUMBER AND COST OF NON-OAZETTBD STAFF* 

1929-37 

(Class I Railwavs) 

(Jis m awes) 




Percent 

Cost 

Percent 

Year 

Number 

ot 1929-30 

Rs. 

% of 1929-30 

1929-30 

797,268 

100 

3609 

100 

1930-1 

758,975 

95 

35-76 

99 

1931-2 

705,398 

88 

33-08 

92 

1932-3 

679,878 

85 

3128 

87 

1933-4 

666,641 

84 

31-89 

88 

1934-6 

670,495 

84 

32-24 

89 

1935-6 

676,166 

86 

33 10 

92 

1936-7 

673,432 

84 

33-36 

92 


♦ Railway Board's Reports, Vol I. Tho figures represent open line and construction 
staff, permanent and temporary. 

Turning from the strength of staff to their cost, it will be 
seen that tho percentages indicate a lower rate of increase. 
Thus, even during 1933-4, when the number of staff was 84 
per cent of 1929-30, the cost was 88 per cent on all Class I 
railways. During 1936-7, the number was 84 per cent, while 
the cost was 92 per cent. Examining the detailed figures^^ 
the discrepancy is shown even more clearly. The difference 
in the general picture presented by state-managed and com- 
pany-managed railways may be mentioned. Even with a 
diminished staff, cost steadily increased on the M.&S.M. and 
A.B. Both as regards staff and their cost, the state-managed 
railways showed a larger percentage of reduction. 

Else in cost of staff 

The one redeeming feature in this period of discharges 
and wage-outs, is the maintenance of a hberai labour policy 
and the steady introduction, soon aftfer the initial phase of 

«'■* Tho dotailed figures are given in the appendix. 
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the dopi’cssiou, of inousuvoti clcsigued to improve wages and 
worJdng condiiions. Tlio tiiiaiHTuf elfoct of tlieso measures 
was to mcTease tiro total wages hill. Coulrary to the trend 
on some foreign railways daring the do[tre,s.sion jicriod, the 
average wage on Indian railways meriiasod. .\s may bo 
seen from tlio Hgiires given below, tlu' ao'crage cost of all staff, 
including allowances, overtime, etc., per bead jiry deoa, in- 
creased from Rs. 1*28 in 1924-5 to Rs. I did in 1929-30 and to 
R.S. i'48 m 1936-7. Excluding the cost of tlie gazetted staff — 
for which sepa.rate statistics are available only for I'oeent years 
—the average cost, for other employees increased from Rs. 1-24 
in 1929-30 to Rs. 1‘36 in 1936-7. An increase, is also noticeable 
in the cost of gazetted staff, due probably to tlio elfeets of the 
time-scales of the older employees not coming witluii the new 
scales of 1934. But the difference between the average cost 
of gazetted staff and of other employees is striking. 

TABLE 98. COMPARATIVE COSTS OP STAFP-^ 

(Class I Rail wavs) 

(In riixiees per houd imr iiain) 


1924-5 

Gazetted staff 

Non-gazettod staff 

All employees 
1 28 

1929-:W 

46 82 

1-24 

l-,36 

1930-1 

44'49 

1-29 

1 41 

1931-2 

46-65 

1-28 

1 41 

1932-3 

43-90 

J-26 

1 38 

1933-4 

47 02 

1-31 

1 44 

1934-5 

45-19 

1 32 

1 44 

1935-6 

47 47 

1 34 

1-47 

1936-7 

47 27 

1 36 

1-48 


* Caloulatod from figiiroa taken from Bmhvmj Board's Rpports. Revisod figures 
usofl when available. 

Some differences are to be observed in the average wage 
levels on state-managed and company-managed railways. 
The average daily cost per employee on the former during 
1924-37 increased as shown in Table 99, from Rs. 1-38 to 
Rs. T53. . . 

On tlio Aiuorioan railways, ‘axooutives. officials and staff assiistants’ — who msty 
be compared to the gazotted or officer staff in. India — received the highest average pay 
per diem of ?.17'-10 in 1030, as oenapared with the average of |8'38 for all railway em- 
ployees. Tho corresponding figures for the gazetted officer and the average employee 
on Indiiiii railways in 1930-7 were Rs. ITA? and Rs, 1'4S respectively, 
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TABLE 99. COMPARATIVE COSTS OP STAFF ON STATE AND 
COMP ANY-MAN AGED RAILWAYS-i- 

(In rupees per annum) 


State-managed Company-managed 


Railways 

1924-5 

1929-30 

1936-7 

Railways 

1924-6 

1920-30 

1936-7 

Banna 

628 

58.6 

576 

AB. 

.313 

442 

460 

E.B. 

435 

469 

495 

BN. 

442 

472 

528 

EL 

.396 

464 

529 

B B.&C I. 

583 

607 

655 

G.I.P. 

654 

541 

688 

M.&S.M. 

444 

453 

513 

N.W 

610 

645 

612 

S.I 

516 

497 

499 





B&NWf 

258 

278 

313 





R&K1 

271 

275 

.313 

Average 

1-38 

1-43 

1-53 

1-26 

1-35 

1 45 


per diem 


^ Calculatod from figares taken from Railway Board's Report i. Revised figurea 
usod when available 

(• Excluded m the average 


On company-managed railways, the average cost per employee 
started from a lower level, Rs. 1’26; it rose to Rs. 1'35 in 
1929-30, a much lower level th an on state-managed lines, and 
again to Rs. 1'45 in 1936-7. If the increase on the company 
linos during the pre-depression period is taken as an attempt 
to overtake the lag as compared with the State lines, the subse- 
quent increase has certainly been lower than on the latter. 

A comparison of the cost of staff with the levels of wages 
prevailing in other organized industries would be interesting, 
but lack of adequate data renders the attempt impossible. 
Information relating to the more important industries for 
certain years in a limited number of centres points to con- 
siderable variations from group to group. But a comparison 
of the wage rates in the Bombay textile industry and the 
Calcutta Jute Mills discloses a higher level on railways.^^ 
A substantial proportion of the industrial wages may have 
to be discounted on account of the higher cost of living in 
the bigger centres, which is escaped by a large part of the 
railway staff distributed all over the line. 

a 

According to the Bombay Wage Census (1934). tho average wage for men. m ail 
engineormg and ‘ common ’ ocoupations, excluding unakillod labourera (all laotonos) 
amounted to Rs. 41-8-5 in Bombay City, and Rs. 43-2-11 in Bombay Suburban, docroasiiig 
to Rs. 22-1-4 (Sholapur City) in tho mtorior. Amond the Calcutta Jute Mills, wagos 
averaged Rs. 40 per month. .Tfvthor & Bori, Indian Economics, Vol. p. 107, 

49— 1614B, 
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In addition to the salaries or wages and leave privileges, 
railway staff also enjoy certain pecuniary allowances and 
l^orquisites. The allowances comprise olliciatiug and duty 
allowances in consideration of arlditional or more responsible 
work ; local allowanc,oH in consideration of the expensiveuess 
or unkoalthincss of i-esidcnice in particular localities ; travelling 
ailowairces ; allowances to running staff on a milage or over- 
time basis for working on holidays; and miscellaneous allow- 
ances such as relieving allowances, grain compensation allow- 
ances, etc. Perquisites partake of the character of additional 
emoluments in kind. They aro principally free passes and 
kindred privileges, uniform, free rations as on the Nushld 
Extension Railway, free quarters or allowances in lieu thereof, 
free medical attendance, assistance towards education of chil- 
dren, miscellaneous concessions such as the selling of fuel, scrap 
materials, petty stores, etc., at reduced rates. It is not easy 
to convert the value of these perquisites into a financial 
equivalent, but there can be no doubt that their existence suli- 
stantially enhances the attraction of employment on railways 
as against industrial undertakings. 

We may conclude this chapter with a brief assessment of 
the policy followed with reference to the cost of staff. The 
elasticity and freedom in the administration of personnel 
matters so essential to a commercial undertaking were singularly 
absent. Railways disclosed the same features as other depart- 
ments of the Government of India as regards salary scales and 
other privileges. What may strike foreign observers as even 
more surprising is that company-managed railways were no 
better in this respect. Whether it was the scales of pay or 
leave reserves, the company railways tended to faU in line with 
the State railways. Thus not only the Lee Concessions, but 
also the i^re-dating of the concessions were faithfully copied 
on company-managed railways. If scales of pay and other 
emoluments were proper and reasonable as compared with the 
standards in private industry, the uniformity is an undoubted 
advantage : the ecoentiicity of particular managements ought 
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not to be visited on the staff to their detriment. But the 
influence of Government on those questions was such that 
not even tlie Railway Board— not to mention the individual 
administrations — had any freedom bo decide questions on 
their merits. Tlie restoratioir of the salary cuts in 1934 affords 
an instance in point. That restoration was made not on 
grounds of improved railway revenues — winch was the deciding 
factor — but on the plea that as it was being done for all em- 
ployees of the civil departments. Government would not ex- 
clude railway servants from the benefit. Government was, 
of course, generous in taking this view, but it was a decision 
imposed on railways, though their financial position did not 
warrant it. Again, the anomaly of the Iiigher salaiy scales 
was exposed during the depression, but this would not have 
been discovered so late had it not been for the imposition of 
State scales and procedures on railways. 

As regards lower subordinates and inferior staff, the policy 
of the State has been on the whole considerate. Government 
initiated improvements in wage scales, which were extended 
to the company lines also. It is doubtful if the reforms 
carried out since 1930, during the period of the depression 
would have been effected without friction if all the railways 
wore operated by private undertakings. The fact that Indian 
railways were owned by the State and that the rights of the 
companies were limited by their contracts was a distinct ad- 
vantage. Many of these changes were desirable, some of 
them indeed long overdue, and the fact that the financial 
difficulties of railways were not allowed to stand in their way 
reflects credit on the authorities concerned. 

But these reflections should not obscure the danger inherent 
in the system : that state management is generally poAvorless 
to control wages before a crisis occurs, The trend of the cost 
of superior stall has been upward, even during the later years 
of the depression. It is when state management attempts 
to keep down or reduce wages that its weakness is likely to bo 
exposed. 
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Factors of operating officioncy, :)88 

Physical oondiiaoii of equipiiionfc, ;}8i) tSorvicoablo stock, 881) 

RoUing-stook utilizatum, 892 Engine milag(‘, 892. Gross and not tons per 
goods tram, 398 Wagon railage and not ton milage per wagon d.ry, 895 
• Speed of transportation, 896 Ton miles per trara-lioixr, 897 Punctuality of 
paasongor trains, 398. Speed of goods trains, 399 
Fuel consumption, 400 

Ratio of productive to indirectly productive operation, 401. Shunting 
railage, 402. 

Composite index of efficiency, 408 Superiority of the State lines, 405 
Stores balances, 406 Claims for compen.sation for loss and damage, 408 

In preceding chapters attention has been focussed mainly 
on the financial aspects of working. Einaiicial results are 
what primarily interest those concerned in the administration 
of our railways, but in the last resort they are largely deter- 
mined by the efficiency of operation. Other things being 
equal, a higher standard of efficiency implies that transportation 
is being conducted with less labour and expense and, therefore, 
at a cheaper cost. 

Improvement in railway operation may be the result of 
several factors. Some of them are connected with physical 
equipment, more intensive utilization of plant and continued 
effort towards elimination of waste. They may be measured 
by the use of statistical units. There are others, consisting 
of intangible elements, which do not lend themselves to measure- 
ment. Such, for instance, are the satisfaction of the public, 
the comfort and convenience of passengers, the condition in 
which consignments arrive at their destination, and prompt 
service. These factors, although as important as the others, 
are not capable of statistical appraisal. No less significant 
is the human facto3‘. As Dr. J. H. Parmelee sums up ; 
‘Advances in efficiency are in part the result of general im- 
provement in physical plant, brought by the investment of 
large sums of new capital so as to make improved service and 
greater economy of operation possible. In part they result 
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li'oin more effective organization of tlio personuol and from 
the combined effort of botli management and men to render 
adequate, satisfactory and prompt sej'vice.’^ 

In an attempt to appraise the efficiency of- operation, one 
must take into account the various aspects of working in 
connexion with passenger and goods traffic. The diffejnnt 
phases of operation may be broadly gi-ouped as follows : 

{a) physical condition of equipment ; 

{b) utilization of rolling-stock ; 

(c) speed of transportation ; 

{d) fuel consumption ; and 

(e) ratio of productive to indirectly productive operation. 

We may now proceed to review the character of railway 
Operation under these heads during the period 1924-37. 

PHYSICAL CONDITION OP EQUIPMHNT 

The physical assets of railways were , improved and 
modernized throughout as a result of the large capital expendi- 
ture during the twenties. The permanent way, as wo have 
seen already, was strengthened and other fixed assets such 
as bridges, banks, etc., were brought up to a higher standard. 
Rolling stock was also improved. But as the permanent way 
is an irrevocable investment, its utility can only be measured 
by the extent to which it is used by the mobile equipment. 
We may, therefore, turn to the mobile equipment, consisting 
of locomotives, coaching vehicles and goods wagons. 

Serviceable slock 

It is of the greatest importance for a railway to ensure that 
as large a number as possible of the total stock is available 
for use. In aotual practice, however^ a certam number is 
always under or awaiting repairs in the shops or in sick lines. 
In Table 100 the statistics of the percentages of serviceable 
locomotives, coaching veliicles and wagons to the total stock 
on Class I railways for 1924-37 are given. The number of 

1 J. H, Parmeleo, The. Modern Banhoay, p. 216 
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locoiiiotivos on the Imo, oxoluding those in inoohaiiical work- 
shops, sick linos and trausportaLion wodcshops, shows a material 
iinprovomont during the period 1921-30. Ohio proportion of 
serviceable locomotives i-ose by 4 per cent on the broad gauge, 
and 5 per cent on the metre and narrow gauges. During the 
period of the dejn-ossion the improvemoiit was interrupted. 
The number on the broad gauge touched the level of 83 per 
cent during 1932-5, after which it dropped to 82 per cent. 
On the metre gauge the percentage increased from 86 in 1931-2 
to 87 in 1935-7. As compared with 1924-5, the proportion of 
serviceable locomotives on the broad, metre and narrow gauges 
in 1930-7 was higher by 5, 8 and 5 per cent, respectively. 

TABLE 100. PERCENTAGE OF SERVICEABLE LOCOMOTIVES TO 

TOTAL STOCKS- 

(Class T R.ulways) 


Year 

Broad 

Metre 

Narrow 

Year 

Broad 

Metre 

Narrow 

1924-5 

78 

79 

77 

1930-1 

81 ’ 

84 

82 

1926-6 

77 

81 

78 

1931-2 

82 

86 

82 

1926-7 

78 

81 

77 

1932-3 

83 

80 

81 

1927-8 

79 

82 

.80 

1933-4 

83 

86 

82 

1928-9 

80 

82 

81 

1934-5 

83 

86 

81 

1929-30 

81 

84 

82 

1935-6 

82 

87 

82 





1930-7 

82 

87 

81 


*Bailway Boatd’s Tt&porls, Vol. II. 

Coaching vehicles for our present purposes may be grouped 
into passenger carriages and other coaching vehicles. In 
Table 101 the statistics of serviceable stock are shown in per- 
centages to the total on the line. The percentage of service- 
able passenger candages increased in 1929-30 by 7 on the 
broad gauge, 3 on the metre gauge and 3 911 the narrow gauge. 
Except oh the metre gauge, where there was a further improve- 
ment of 2, there has been a decline since 1930. In 1936-7 
the serviceable carriages decreased to 88 per cent on the broad 
gauge, and to 90 per cent on the narrow gauge. 

Other coaching vehicles showed less improvement fn 1929-30. 
Metre gauge vehicles were uji by 3 per cent, an improvement 
generally continued to 1937. There was a deterioration to 
a small extent as regards broad gauge vehicles and to a larger 
extent as regards narrow gauge vehicles. 
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TABLE 101, PEROENTAGE SERVICEABLE OOACHTN'G VEHICLES'' 

(Clas.s I Railway, s) 


(rt) Passenger carriages 


Year 

Broad 

Moii’o 

Narrow 

Year 

Broad Metro 

Narrow 

1924-5 

83 

87 

91 

1930-1 

90 

91 

94 

1925-6 

84 

88 

91 

1931-2 

90 

92 

93 

1920-7 

87 

89 

90 

1932-3 

89 

92 

93 

1927-8 

89 

90 

92 

1933-4 

89 

92 

93 

1928-9 

89 

90 

94 

1934-5 

88 

91 

91 

1929-80 

90 

90 

94 

1935-6 

88 

92 

89 





1936-7 

88 

92 

90 



(ft) 

Other coachmg vehicles 



1924-5 

88 

90 

91 

1930-1 

91 

93 

89 

1925-6 

88 

89 

92 

1931-2 

91 

93 

93 

1926-7 

90 

91 

91 

1932-3 

91 

92 

93 

1927-8 

92 

93 

91 

1933-4 

89 

93 

90 

1928-9 

92 

92 

91 

1 934-5 

89 

93 

84 

1929-30 

92 

93 

91 

1935-6 

90 

93 

77 





1936-7 

89 

93 

84 



Railway Board's 
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The 

best 

record is 

that presented by goods 

wagons. In 

1924-5 

the serviceable 

wagons 

stood 

at 93 per 

cent 

on the 


broad gauge, 94 per cent on the metro gauge and 97 per cent 
on the narrow gauge. By 1929-30 there was an increase of 
1 per cent on the broad and metre gauges. During the period 
1930-7 there was a decrease on the former to 87 per cent in 
1932-3 and a slight increase to 91 per cent in 1936-7. The 
metre gauge wagons continued the improvement and reached 
a percentage of 97. The narrow gauge wagons showed no im- 
provement in 1929-30 and recorded a decrease of 2 per cent 
in 1936-7. 

TABLE 102. PERCENTAGE SERVICEABLE WAGONS'* 

(in 4-wheelers) 


(Class I Ratlway.s) 


Year 

Broad 

Metre 

Narrow 

Year 

Broad 

Metre 

Narrow 

1924-5 

93 

94 

97 

1930-1 

94 

96 

97 

1926-6 

93 

93 

96 

1931-2 

92 

97 

94 

1926-7 

94 

94 

96 

1932-3 

87 

97 

96 

1927-8 

95 

96 

96 

1933-4 

89 

98 

96 

1928-9 

93 

96 

97 

1934-5 

91 

97 

95 

1929-30 

94 

96 

97 

1936-6 

90 

97 

95 





1936-7 

91 

97 

95 


Board’s Bepoits, Vol. II, 
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Oi) the whole, iho position with regard to locoinotivos was 
more satisfactory iii its steady rate of impiHjvornoat. But 
the Wedgwood Goiniuitteo, comparing the figures with those 
of the British and South African railways, obsorvod that 
the percentage of stock awaiting rojiairs was high and that 
even when a roduetion was recorded there was room for further 
improvement. 

BOLLIKG STOCK UTILIZATION 

We may now turn to the utilization of railway rolling-stock. 
As part of the equipment is used exclusively on passenger 
service and part for goods service we may treat thorn separately. 
The motive power is supplied by the locomotives and a 
measure of the work done by them is provided by the average 
distance travelled by an engine per day. The engine miles 
per engine day for passenger and goods locomotives indicate 
the work turned out by them.® The performance of passenger 
locomotives, as shown in Table 103, discloses an increase in the 
average milage. During 1924-30, the additional distance per 
passenger locomotive was 25 miles, or an increase of 21 per cent, 
on the broad gauge ; 22 miles, or 21 per cent, on the metre 
gauge; and 25 miles, or 36 per cent, on the narrow gauge. 

TABLE lO:?. ENGINE MILES PER PASSENGER ENGINE PER DAY-^ 

(Class 1 Railways) 


Year 

Broad 

Metre 

Narrow 

Year 

Broad 

Metre 

Narrow 

1924-6 

119 

104 

69 

1930-1 

139 

121 

91 

1926-6 

128 

132 

82 

1931-2 

138 

124 

96 

1926-7 

1,37 

113 

74 

1932-3 

138 

124 

87 

1927-8 

139 

120 

• 81 

1933-4 

138 

126 

100 

1928-9 

142 

126 

83 

1934-6 

143 

127 

95 

1929-30 

144 

126 

94 

1935-6 

149 

127 

94 





1036-7 

152 

129 

98 



<• 

Railway Board’ 

s Reports, Vol, 11. ' 




There 'was a decrease in the average during 1930-3, and in 
the succeeding four years, the earlier records were broken and 
in 1936-7 engine milage was, as compared with 1924-5, 28, 
24 and 42 per cent higher on the broad, metre and narrow 
gauges, respectively. ' 

a Ths performanoo of Hiixecl trains is not included in tlio table. 
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T}ie situation with regard to goods engines, as may be 
judged from Table 104, indicates a remarkable improvement 
on the broad gauge from 82 to 96 miles in 1936-7, an advance 
of 17 per cent. The performance of the metre gauge loco- 
motives has not been quite so satisfactory. Although a higher 
average milage of 94 was obtained in 1924-6, there was a fluc- 
tuation from 90 to 94. But an increase to 98 hUvS followed 
a steady upward trend since 1930. The narrow gauge loco- 
motives wore more uncertain -in their average milage and 
indicate a general decline, from 81 to 68. 

TABLE 104, ENGINE MILES PER GOODS ENGINE PER DAY* 


(OcARS I Railways) 


Year 

Bi'oad 

Metro 

Nari'ow 

Year 

Bi’oad 

Metre 

Narrow 

1924-5 

82- 

94 

78 

1930-1 

88 

91 

72 

1926-6 

84 

94 

81 

1931-2 

89 

92 

72 

1926-7 

85 

02 

78 

1932-3 

91 

93 

63 

1927-8 

86 

95 

73 

1933-4 

95 

94 

66 

1928-9 

87 

90 

81 

1934-5 

96 

96 

60 

1929-30 

88 

94 

7.3 

1935-6 

95 

06 

70 





1936-7 

96 

98 

68 


*Railtva;/ Board’s Beporta, Vol. II. 

The engine milage must beai’ a definite relation to the work 
performed, namely, the train miles, wagon miles and ton 
miles. As the running of a locomotive implies expense, it is 
important td observe that no more than the necessary amount 
of milage is operated. The train is the freight imit for trans- 
portation and the train milage measures the amount of work 
done in terms of trains operated. As the purpose of the train 
is to haul freight, the weight of the train as such alfoi’ds a 
standard of the work done by it. ‘Gross tons per goods train’ 
is an important statistic to cheek the efficiency of goods train 
working. The greater the amount of tonnage carried the lower 
wiU be the final cost of moving a ton mile. It is also necessary 
to consider, along with this statistic, the ‘not tons per goods 
train’ representing the revenue or remunerative load, which 
excludes the weight of the locomotives, wagons, etc. 

The trend of' tonnage per goods ti-ain may be seen from 
Table 106, On the broad gauge the gross tonnage per goods 
60-1614B 
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train moYod from 861 in 1924-5 to 943 in 1935-6, an inoroaso 
of 10 per cent. The not toiinayo par goods train on tlie broad 
'gauge does not rIioav anything like tiro saino improvement, 
-and averaged between 372 and 393. d'lio maiiitenance of 
the same or even a higlier record of goods train performance, 
particularly during the depression in which traffic had shrunk 
to abnormally low levels, implies that the work connected 
with the operation of goods trains was done with increasing 
efficiency. But taking the net tonnage along with the gross, 
per goods train, there was a larger proportion of non-revenue 
tonnage. But if account is taken of the fact that during the 
depression the very maintenance of earlier levels may be ren- 
dered difficult, the results in the light of circumstances might 
be deemed satisfactory. 

TABLE 105. GROSS AND NET TONNAGE PER ^OODS TRAINS 

(Class I R.uiavays) 

Broad Metre Narrow 


Year 

Gross 

Net 

Gross 

Net 

Gross 

Net 

1924-5 

86] 

380 

.‘581 

16.3 

197 

05 

1925-G 

869 

372 

376 

156 

190 

60 

1926-7 

884 

381 

372 

157 

184 

56 

1927-8 

907 

390 

386 

164 

181 

54 

. 1928-9 

902 

383 

382 

161 

179 

64 

1929-30 

906 

386 

38.3 

157 

169 

49 

‘ 1930-1 

914 

385 

394 

160 

170 

48 

. 1931-2 

923 

389 

400 

166 

164 

44 

1932-3 

917 

380 

393 

160 

163 

44 

1933-4 

933 

391 

410 

168 

106 

47 

, 1934-6 

931 

391 

422 

174 

168 

46 

1935-0 

943 

393 

417 

171 

165 

46 

1936-7 

940 

389 

424 

175 

■ 168 

48 



‘^Railway Bom’d's Reports, 

Vol. II. 



Tomiage per 

goods train 

on the 

metre 

gauge presents 


slightly different pictm-e. During 1924-30, against an increase 
of 1 per cent in the gross tonnage, there was a decrease of 4 
per cent in the net tonnage. During succeeding years the 
position as regards both gross and net tonnage improved. 
In 1936-7 there was, against an increase of 11 per cent -in the 
gross tonnage, an increase of 7 per cent in the net weight. 
On the narrow gauge, dhe trend showed a decrease in both 
gross and net tonnage. . 1 
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There ai'e certain other aspects to be considered in connexion 
with the operation of goods trains. The efficiency of working 
a goods train starts with the loading of the wagons. The 
paying freight per wagon hrdicates the ntilization of the wagons 
aird their productivity. The movement of the wagons and 
the ton miles effected by them reproseirt the transportation 
done by the goods trains. They constitute at once a measure 
of expense and of revenue. The extent of the activity of 
wagons and their pT'oductivity are shown by the statistics 
of ‘wagon miles per wagon day’ and ‘net ton miles per 
wagon day 

Wagon miles per wagon (pei;) dajr provide an important 
index of the utilization of wagon stock from the point of view 
of movement. An increase in the figure normally implies a 
decrease of delay in wagon movement or increased speed of 
movement. Fluctuations in the figures jrresented by this 
unit are the reflex of numerous operating conditions, such 
as the volume of traffic offered, speed of trains, length or number 
of wagons per train, delays in transit, etc. 

TABLE 106. WAGON MILES AND NET TON MILES PEE WAGON DAY-^ 

(Class 1 PvAilways) 



Wagon miles per wagon day 

Not ton miles por wagon day 

Year 

Broad Metre 

Narrow 

Broad 

Metre 

Narrow 

1924-5 

37 31 

17 

328 

153 

50 

1926-6 

34 31 

16 

295 

149 

46 - 

1926-7 

33 31 

14 

293 

146 

39 

1927-8 

36 32 

14 

311 

150 

38 

1928-9 

37 31 

16 

329 

163 

41 

1929-30 

38 31 

16 

336 

149 

40 

1930-1 

36 28 

14 

311 

137 

37 

1931-2 

32 25 

13 

277 

128 

31 

1932-3 

31 24 

12 

261 

120 

30 

1933-4 

33 27 

13 

283 

134 

32 

1934-5 

36 28 

13 

308 

147 

32 

1935-6 

35 28 

14 

309 

142 

33 

1936-7 

37 30 

14 

324 

150 

37 


^Railway Board's Reports, Vol. II. 

The wagon mila ge on the broad gauge tended to decrease 
in the post-separation period. After a temporary recovery 
during 1928-9, there was a sharp decline from 38 miles in 
1929-30 to 31 miles in 1932-3, from which there was a graduah 
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return to the basic; hgnn; of 37 uiiles in 103(>-7. On the metre 
gauge tire avoi-agc wagon niiia.go a])[warH to have remained 
stable at 31 miles till 1939-30, after which tiiore was a drop 
to 24 miles in, 1932-3. By J 936-7 thcu’e was a gradual im- 
provement to 30 miles. 'J'he wagon milage on the narrow 
gaugo indicates a decrease since 1924-5. 

O O 

The productivity of a Avagou, as stated earlier, is sliown 
by the net ton miles ])or wagon day. The net ton milage is 
a reflex of all the factors affecting a goods train so far as the 
individual Avagon is concerned, such as the speed of wagon 
movement, Avagon load, percentage of loaded wagons, etc. 
The statistics given in Table 106 reveal considerable Amriations 
during the period. The net ton milage only twice exceeded 
the basic figure of 328, during 1928-30, and after a decrease 
thereafter approached this figure again only in 1936-7. The net 
ton milage per wagon day on the metre gauge also shoAved a 
downward trend since 1927-8. The average increased from 
153 to 156, from which there was a decline to 120 in 1932-3 
and a subsequent recovery to 150. The narrow gauge wagons 
suffered a general deterioration tln'oughout the period and 
the net ton milage dropped from 50 to 37 in 1936-7. 

SPUED OF TEANSPORTATION 

We may now examine the time element from another 
aspect, namely, from the point of view of the ‘ton miles per 
trahr-hour’, which, is considered one of the most important 
indices of efficient operation. The train load by itself does 
not take into account the speed of movement : the ton 
miles per train-hour gives the product of both load and speed. 
Tt is,’ Professor William J. Cunningham states, ‘analogous 
to the horse-power unit. It comh|nes in itself the net effect 
of the operating policy between two extremes of loading the 
■ locomotive to every ton it can drag at low speed over the 
ruling grade and of sacrificing the tonnage in order to make 
the trip quickly. There is always a critical point between 
the two extremes which under normal conditions will piroduce 
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the maxinimn of ton miles per train-hour at the minimum 
cost per ton mile.’® 

The statistics of gross and net ton miles per goods train- 
hour, presented in Table 107, disclose a remarkable improve- 
ment during the entire period under review. During 1924-30, 
the gross ton milage per goods train-hour on the broad gauge 
increased from 7,027 to 8,251, an increase of 17 per cent. The 
improvement during the next period was oven greater and 
stood, as compared with 1924-5, 40 per cent higher in 1936-7. 
The depression and its effects have not affected the trend of 
this figure. The net ton miles per goods train-hour also record 
a substantial improvement, An increase of 13 per cent achieved 
dining the pre-depression period was improved to 30 per cent 
in 1936-7. 

TABLE 107 . GROSS AND NET TON MILES PER GOODS TRAIN-FOUR* 

(Class 1 Railways) 

Broad Metre Broad Metre 


Year 

Gross 

Net 

Gross 

Net 

Year 

Gross 

Neb 

Gross 

Net 

1924-5 

7,027 

3,641 

3,215 

1,616 

1930-1 

8.640 

4,097 

,3,614 

1,749 

1925-6 

7,368 

3,676 

3,118 

1,542 

1931-2 

9,324 

4,478 

3,790 

1,859 

1926-7 

7,726 

3,792 

3,176 

1,571 

1932-3 

9,588 

4,541 

3,839 

1,845 

1927-8 

7,970 

3,900 

3,332 

1,668 

1933-4 

9,937 

4,741 

4,296 

1,972 

1928-9 

7,948 

3,837 

3,292 

1,635 

1934-6 

9,949 

4,770 

4,181 

2,042 

1929-30 

8,251 

4,012 

3,411 

1,656 

1935-6 

9,808 

4,683 

4,217 

2,043 






1936-7 

9,834 

4,610 

4,217 

2,075 


* RmLway Board’s Reports, Vol. II. 

On the meti;e gauge the performance was not quite so 
satisfactory, but it certainly denoted a substantial improve- 
ment. Gross bon milago per train-hour recorded an improve- 
ment of 31 per cent, while net ton milago exbibited a lower 
pace of increase to 28 per cent by 1936-7.^ I 

It is necessary to observe that, despite the remarkable 
improvement in both the average gross ton miles and net ton 
miles per goods tram-hour, the proportion of the latter to the 
former showed a tendency to decrease. 

» 

® William J. Cunningham, American Railroads : Govlrnimu Control and Reconstruction 
Policies, 1922, p, 88. 

" There are no statislios available for the narrow gauge sections. 
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Pwlctuality of 'passenger trains 

Wo may now turn to an important aspoot of passonger 
train oporation, namely, the punctuality of seiwice. Generally 
speaking, delays and loss of time detract a great deal from 
the efficiency of both jiassenger and got)ds services. Transport 
being a perishable commodity, the time element is a vital 
factor. This is particularly the ease with the operation of 
passenger trains, which Mr. Sherringtoji considers to be of 

TABLE 108 PUNCTUALITY OF PASSENGER TRAINS'' 


(CuASS 1 Railways) 


Broad gauge 


Year 

All trains |' 

Mailsf 

Mixed tram-! 

Suburban 

Others 

1924-511 

61-0 

G2'2§ 

75 -dg 

94 0§ 

77'3§ 

1925-Gll 

71-8 

80 6 § 

81 5§ 

98 5S 

82’4§ 

192U 711 

77-8 

80 61 

87T§ 

96 9§ 

87 3§ 

1927-811 

76-8 

66 4 

77 8 

78 7 

77,7 

1928-9 

77-8 

69 7 

S0'.5 

76-7 

78’9 

1929-30 

74-6 

66 3 

77-6 

75'5 

74 1 

1930-1 

76-0 

69 2 

79T) 

76 7 

75 0 

1931-2 

83 5 

74 5 

83-2 

83 8 

81 6 

1932-3 

86 -] 

81-3 

82 9 

Bfr? 

84 3 

1933-4 

87-0 

83'U 

84 3 

89 5 

84’5 

1934-5 

88 T 

82-9 

85)7 

89 ’-i 

85'3 

1935-6 

87-3 

81 9 

83 5 

88,5 

85 3 

1936-7 

84-7 

81-4 

81 8 

83-5 

81 6 


Moire gauge 


1924-611 

64-9 

67-8 

71-4 

95 8 

84'0 

1925-611 

70'5 

74 8 

77.4 

95-3 

86'2 

1926-71i 

68 2 

72-2 

77-1 

93'8 

89T 

1927-81! 

72'1 

71-5 

72 1 

89 '2 

61-9 

1928-9 

72-4 

68-9 

73'8 

84’ 8 

61-6 

1929-30 

73-3 

68 6 

74-4 

90 7 

63 6 

1930-1 

75 6 

68-3 

77-2 

83-3 

70 6 

1931-2 

80-5 

72-6 

80'5 

91 5 


1932-3 

86 6 

85-0 

86'6 

95-9 

83 8 

1933-4 

87'2 

86-4 

86-5 

95 7 

85 2 

1934-6 

88'0 

87-2 

87-0 

95-9 

85‘8 

1936-6 

88-6 

- 88-8 

87T 

97 4 

87-8 

1938-7 

87-3 

83-6 

86-0 

95-3 

86 6 


* Railway Board’s Reports, Vol. 1. 
t Incladmg electrin maltiplo unit trains, 

•j; Inoludos important thrnugli trains. 

§ Within ,10 minutes of the right time. 
II Avorago of February. 

11 Average of January. 
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supreme importa.nce.^ Punctuality in the service pleases the 
patrons of the railway and the loss of it creates annoyance. 
Success in maintaining punctuality depends largely on ‘good 
organizatiop, the team spirit and a high degree of esprit de 
corps.^^ 

The statistics compiled on Indian railways on the punc- 
tuality of passenger services suggest considerable improvement 
as compared with earlier years. The percentage of trains 
arriving on time rose from 61 to 88 in 1934-5 on the broad 
gauge, and from 65 to 89 in 1935-6 on the metre gauge. These 
statistics relate to all passenger trains, mail and through, 
mixed, suburban, electric multiple unit and other passenger 
train services. Examining these classes of passenger _ services 
individually, the percentage of trains amving on time has, 
as shown in Table 108, gone up since 1929.’ 

Speed of goods trains 

In operatmg goods trains, speed is an important factor. 
The trend of the speed of goods trains during 1924-37 has 
been upward. The average speed on the broad gauge in- 
creased from 8'97 miles to 1P5 miles per hour in 1936-7, an 
increase of 28 per cent. On the metre gauge there was also 
an improvement, but not to the same extent. Thus from 


TABLE 100 SPEED OF GOODS TRAINS^ 
(Class I Railways) 


Year 

Broad 

Metre 

Narrow 

Year 

Broad 

Metre 

Narrow 

1924-6 

8-97 

9-21 

8 87 

1930-1 

10 5 

10-3 

8 50 

1925-6 

9 58 

9-16 

8 96 

1931-2 

110 

10-5 

8 89 

1926-7 

9 84 

9-33 

9-16 

1932-3 

11-6 

10-8 

8-95 

1927-8 

9 88 

9 60 

8-78 

1933-4 

117 

11-0 

8-92 

1928-9 

9 91 

9-62 

8-79 

1934-5 

11-6 

11 0 

8-73 

1929-30 

1()'30 

9-86 

8'66 

1935-6 

11-6 

11-2 

8-80 





1936-7 

11-6 

IM 

9-02 



*Roilway Board's 

Reports, Vol. II. 




® 0. E. R. Sherrington, Economics of Rail Transport in Great Britain, Vol. li, 1937, 


’ There was a change in the basis of statistical compilation in 1027-8, and the 
presentation of information prior to 1929-30. Tho figSros are therofore not strictly 
comparable. But for purposes of a general oompai'ison, the flguros for the earlier years 
supply an approximate basis to assess the extent of improvement, 
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9-24 miles the average speed moved uj) to IM miles, or by 
20 per cent in 1936-7, Tlio ])OHition on tlio narrow gango has 
not been so satisfactory, and dcnoiit^s little^ im])rovement. The 
averages for the different years are stated in Table 109. 


FUEL (JONSUMP'L’TON 


Another test of efficient oj^oration is found in the amount 
of coal consumed by locomotives. The coinbustion of fuel 
creates the energy for locomotives and affords a measure of 
efficient and economical ^Performance. The consumption of 
coal and other fuel (coTxvcT-tecl in terms of coal) is stated in 
terms of lbs, per 1,000 gross ton miles done by a locomotive. 
The amount of coal and other fuel utilized depends upon a 
number of factors, such as design of the locomotive, nature 
of the track, calorific value of the coal used, and type of trans- 
portation done. The cost of fuel on Indian railways re- 
presents, as was stated in a previous chapter, the largest item 
of expense on operation. The problem of fuel economy received 
special attention on Indian railways during the post-war decade. 
The attempt to reduce coal consumption meant not only a 
better utilization of fuel and special instructions to the engine 

TABLE 110. FUEL CONSUMPTION'' 

(Class I Railways) 

Pounds of fuel per 1000 gross ton miles 




Goods 


Passenger 


Year 

Broad 

Metro 

Narrow 

Broad 

Metro- 

Narrow 

1924-5 

144 

156 

389 

190 

185 

372 

1926-6 

143 

159 

425 

190 

195 

407 

1920-7 

1.39 

164 

379 

186 

190 

393 

1927-8 

136 

152 

385 

181 

192 

372 

1928-9 

134 

155 

386 

174 

193 

376 

1929-30 

136 

155 

432 

172 

200 

309 

1930-1 

132 

166 

443 

172 

197 

404 

1931-2 

125 

149 

413 

164 

192 

402 

1932-3 

124 

149 

4'l6 

164 

186 

387 

1933-4. 

126 

143 

404 

166 

181 

400 

1934-S 

129 

142 

39 L 

169 

179 

403 

193S-6 

131 

140 

411 

169 

180 

403 

1936-7 

131 

'' 137 

395 

169 

► 181 

402 


* Railmy Board's Reports, Vol, IJ, 
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staff to secure a higher standard of effieiency m the performance 
of their duties ; it also involved a prevention of loss during 
transit and when stored at sheds. The results of the campaign 
for fuel economy, which was started in the post -separation 
period, may bo judged from the statistics of locomotive fuel 
consumption on goods and passenger services presented in 
Table 110. 

On the broad gauge coal consumption of goods engines 
decreased from 144 to 124 lbs. per gross ton mile in 1932-3, 
from which there was a tendency towards an increase. Passen- 
ger engines effected an even larger economy of fuel from 190 
to 164 lbs. in 1932-3. A sUght increase, noticeable here also 
since that year, was attributed to the use of inferior coal. 

The record for metre gauge locomotives was less striking. 
There was almost the same rate of fuel consumption on goods 
engines till 1930-1, after which there was a decrease to 137 lbs. in 
1936-7, a reduction of 12 per cent as compared with 1924-6. On 
the passenger service there was an increase which was maintained 
till 1929-30 and a gradual decrease was effected during succeeding 
years. On the narrow gauge there was an increase. 

It is clear that the reduction in coal consumption represents 
a remarkable achievement. Talcing the standards of con- 
sumption in 1924-6, the reduction of 13 lbs. for goods and 21 
lbs. for passenger locomotives running on the broad gauge 
sections implies that the railways saved about 224,000 tons 
and 241,000 tons, respectively, in 1935-6, or 466,000 tons in 
the aggregate. 


RATIO OF PRODUCTIVE TO INDIRECTLY PRODUCTIVE OPERATION 

The factors of railway workmg dealt with ' in the preceding 
paragraphs relate to what may be called the productive jihases 
of operation, namely, those activities which enter into the 
production of train-miles to carry goods and .passengers. But 
before a train can be operated, there is a certain amount of 
preparatory work involved in the marshalling and sorting of 
wagons and carnages, shunting into position and linking with 

31—151413 
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one another. Tho o])eratiou of a loconiotivc in connexion 
with this iy])o of work is nnroinunoj-ativo, or OTily indirectly 
pi’oductivo. A ceriuiiiii tuuount oi eiit^'ino inilago attributable 
to those inovonienis, otherwise termed ‘shunting engine milage,’ 
is nocossary and cannot he avoided; but the volume of such 
movements is so groat as to alford large scope for economy. 


Shunting milage 


Shunting milage is usually expressed as a ratio of tho train 
milage to inchcate the proportion of unremunorative loco- 
motive milage worked. In 1924-5 for every 100 passenger 
train miles on the broad arrd metre gauges, there were re- 
spectively 6-65 and 5*92 shunting miles. The figures given 
in Table 111 show a record of progressive increase m efficiency. 
Despite a set-back during 1928-34, the shunting miles dropped 
to 5’ 16 and 4' 64 miles, respectively, on the broad and metre 
gauges. The shunting milage in 1936-7 as compared with 
1924-5 stood 23 per cent lower. 

TABLE 111. SHUNTING MILES PER ONE HUNDRED TRAIN MILES* 

(Class I Railways) 


Passenger and proportion. Goods and proportion. 


Year 

Broad 

Metre 

Broad 

Metre 

1924-6 

6-66 

6-92 

42'5 

32'9 

1926-6 

6-46 

5'85 

40-6 

32-3 

1926-7 

6'62 

5-64 

38-7 

31-8 

1927-8 

5'25 

4-49 

38-0 

32'4 

1928-9 

5-29 

5-48 

36'9 

32-8 

1929-30 

5-27 

5-25 

37-9 

32'7 

1930-1 

6-31 

5T0 

37 '5 

33'2 

1931-2 

6-54 

5-04 

36 0 

31'7 

1932-3 

6-51 

5-36 

37-0 

31-6 

1933-4 

5-37 

6-43 

35-8 

31-9 

1934-5 

5-03 . • 

5-07 

35-4 

32-6 

1935-6 

4'9--i 

4 57 

364 

32-3 

1936-7 

5-16 

4 54 

34 2 

32-4 


* Railway Board's Reports, Vol. II. 


The shunting milage operated in connexion with the goods 
'service showed a similar decrease on the broad gauge. There 
were operated on the brpad gauge durmg 1924-6, •42- 5 shunting 
miles for every 100 goods train miles, During succeeding 
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years there was a steady decrease to 34'2 miles in 1936-7. 
On the metre gauge, the shunting milage has shown little 
improvemetit. 'From 32'9 miles in 1924-5 there was a slight 
decrease in certain years, but in 1936-7 the shunting milage 
stood at 32‘4. 

The shunting milage operated in connexion with goods 
traffic is also to be examined with reference to the wagon milage. 
The statistics given in Table 112 indicate the wagon milage per 
shunting hour and the progress accomiilishod in increasing the 
ratio of productive work. The performance on the broad gauge 
shows ^a steady improvement in the wagon milage per shunting 
hour from 498 to 660, or 33 per cent, by 1936-7. On the metre 
gauge the record is not so good, and the wagon milage per 
shunting hour rose from 484 to 536, or hy 11 per cent only. 

TABLE 112 WAGON MCLES PER SHUNTING HOUR^* 


(Class I Railways) 


Year 

Broad 

Metre 

Year 

Broad 

Metre 

1924-6 

498 

484 

1930-1 

695 

499 

1925-6 

537 

612 

1931-2 

616 

623 

1926-7 

543 

616 

1932-3 

609 

619 

1927-8 

580 

517 

1933-4 

637 

631 

1928-9 

595 

504 

1934-6 

641 

533 

1929-30 

585 

496 

1935-6 

641 

533 




1936-7 

660 

536 


*Bmlway Board's Reports, Vol. II. 

COMPOSITE INDEX OF OPERATING BEPIOIENCY 

The different aspects of ivorkhig considered in the preceding 
pages provide indices of efficiency on the parti ciilai phases 
of operation to which they relate. It will afford us a clearer 
picture of the progress in operating efficiency of Indian railways 
if we combine them to form a composite index. The factors 
taken to form the composite index are : 

(1) Wagon miles per wagon day (Goods) 

(2) Net ion miles per wagon day >> 

(3) Gross tons per goods train ” 

(4) Not tons per goods train ” 

(5) Gross ton miles per. goods train-honr » 

(6) Not ton miles per goods train-hour => 
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(7) Ungitiifi miloH per engine day (Goods) 

(8) Engine, inilea per engine day (Passenger) 

'(9) Pmid/ualiLy of paasenger tiMuib ,, 

(10) Percent, ago aerviccable enguicM (Goods and passenger) 

(11) Percoutago serviceable wagons (Goods) 

(12) Percentage serviceable paasimger earruiges (Passenger) 

(111) Enel eonauinption, lbs per 1,0(K) gross Lon miles (Goods and proportion) 

(14) Enel oonsmnptiou, lbs. per 1,000 gross ton miles ( Pas.senger and proportion) 

(15) Shunting niilos per 100 train mile-s (Oood.s and proportion) 

(16) Shunting miles per 100 train miles (Passenger and proportion) 

Of the fiixteen faetofs included, ten relate to goods traffic 
oiioration, five to passenger, and one is comtnon to both. They 
may be taken to indicate the principal aspects of working, 
and the relative importance of the two classe,s of traffic. Taking 
the year 1924-5 as the base year, the improvement in operating 
efficiency on the broad and metre gauges of Class 1 railways 
since 1930 is as follows : 

TABLE 113. COMPOSITE INDEX OE OPERATING EEElOIENCy 

(Class I Railways) 

(1924-6 = 100) 



Broad 

Metre 

1929-30 

109’66 

103'25 

1930-1 

108’88 

103’13 

1931-2 

11075 

104-76 

1932-3 

no 38 

104-63 

1933-4 

112 75 

108-44 

1934-6 

n4'26 

110-19 

1935-6 

114'26 

110-69 

1936-7 

IM'69 

112-00 


The composite index of operating efficiency indicates an 
increase of 9'56 per cent in 1929-30 on the broad gauge. Prom 
the next year onwards, desiiite the commencement and growing 
severity of the depression, there has been a steady progress 
in the efficiency of working. In 1933-4, considered the worst 
year, the index rose by 12-75. During succeeding years there 
was a further increase, as shown by the index, which stood 
14*69 per cent higher. 

The operating factor's on the metre gauge lines reflected 
a lower rate of improvement. In 1929-30 the increase in 
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efficiency was only 3-25 per cent as compared with 9-66 per cent 
on the broad gauge. But from 1931-2 onwards, during the 
period of the depression, there was a reinarkable improvement, 
and the composite index stood 12 per cent higher by 1936-7. 
Railway administrations were thus able to force up the standards 
of working on the metre gauge to near about the same levels 
as oir the broad gauge, which is particularly satisfactory iu 
view of the disparity in 1929-30. 

There can be no doubt, therefore, that Indian railways 
improved their operating efficiency considerably as coinpared 
with the standards of working in 1924-5. The performance 
on individual railways is hound to vary, hut even here detailed 
analysis of the composite indices discloses a general improve- 
ment. Among state-managed systems of the Class I railways, 
a substantial rise in efficiency, varying from 12 to 24 per cent, 
was effected on all the lines with the exception of the N.W., 
on which there was a comparative deterioration and an im- 
provement in 1936-7 of 1'4 per cent only. 

The company- managed railways also disclose a similar 
improvement in operation, and on the whole they compai’e 
favourably with the state-managed lines. In this group there 
are considerable differences between one railway and another. 
Thus the Bengal Nagpur and South Indian (B.G.) show in- 
creases in efficiency to the extent of 20-2 per cent, while others 
record lower figures. 

It is mteresting to compare the performance of the state- 
managed and* company-managed railways. The indices for 
select years for the broad gauge sections of four State and 
four company lines disclose significant changes in the operating 
efficiency of the two groups. As may bo seen from the averages 
shown in Table 114, the operating efficiency of the four State 
systems increased from 10’34 per cent to 12*70 per cent in 
1936-7'. The company- managed lines, starting from a much 
lower figure of 4*92 per cent, showed during 1930-7 an increase 
in efficiency to the extent of 18*02 per cent. This is a striking 
increase, and is due mainly to the improvement tmder the 
milage per goods train- hour.. 
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TxVBLiO 114. I’UOOliRSR OK OKEIIATINO KKKIOIENCY ON 'I'HK S'l’ATE- 
fllANAOKO AND rOAIKANY.MANAGKU IIAIIAIAVN UUlllNO ID.W-?’" 


Ilrnad gaiiH'' 


S/ittr->mn'ii/i"l C!o»)piin>/ m'tii'njeil 


ilnilftli.M. 

;iii 

in.i2 .'1 

jwil r, 

0 

Ul.lb 7 

il iiU\ . I 

I'I2') 311 

lil.U ) 

i'l.ii 

VI 1,1 l, 

10.10 7 

E B. 

l(i-27 

10 27 

1(> 73 

12 27 

13 33 

B N 

12 27 

lli-fl3 

Hi 1)3 

20 33 

19-80 

E 1. 

11 13 

12-53 

13 17 

12 00 

11 87 

B B &(! 1 

1 87 

3 20 

11 13 

12 80 

16-27 

G.I P. 

14-27 

18 20 

22 00 

23 07 

21 20 

At &S .M. 

3 ,S0 

i 03 

10-80 

] 1-33 

13-60 

N.W 

- 0 73 

- 3 40 

-0-80 

- 1 13 

1 10 

s r 

1 73 

7-40 

8 80 

IG'87 

22 40 

Avorago 

10 34 

0 40 

12-8.7 

11-70 

12 70 

Av'oriig.) 

4 92 

7 52 

11 92 

10 OS 

18 02 






Miitio 

gaugi) 






Burma 

G 27 

8 40 1 

5-80 14 13 ' 

IG-OO 

A B. 

3 13 - 

-0 43 

9-93 

5 13 

7 13 







B B &C I. 

-1-87 

1-00 

() 03 

G 93 

8-47 

E.B. 

12 27 

12-47 

14-13 

17-47 

17 53 

AI &S.1VI 

11 07 

7 93 

11 93 

10-87 

11-47 







S I. 

0 33 

3 80 

10 73 

12 87 

12-27 







B &N W 1 . 

-()-80 

2 87 

7 33 

9 40 

12-53 







R.&K. 1 

12 20 

9-73 

8 GO 

8 00 

10 97 

Aveiaga 

9 27 

10-44 

14-97 

15 80 

If) 77 

Avorago 

3-17, 

3 08 

9-83 

8-95 

9 84 


* The figures are porconfcage inoroases lu compoaite indi,c 0 s of oporafuig effioienoy, 
computed as .stated earlier m tho text taking 1924-5 = 100. ['Excluded from average. 


The examination of the group efficiency of the metre gauge 
sections does -not afford so good a basis of comparison, as we 
have only two State Mnes against four company lines. The 
group index moved during 1930-7 from an increase of 9’27 
per cent to 16'77 per cent, on the former and of 3‘17 per cent to 
9' 84 per cent on the latter. While the general level as com- 
pared with 1924-5 was substantially higher on the State lines, 
the rate of increase on company lines exceeded that of the 
former. But there is still a difference of 6 to 7 per cent in 
favour of the State railways. 

It is necessary to exercise some caution in interpireting 
these indices. Such high figures as 20 per cent and over in the 
composite index, and even higher figures under the individual 
factors, indicate in all probability an unsatisfactory situation 
in the base year. But even allowing for this, it is clear that 
the movement has been towards greater efficiency in operation. 

STORES BALANCES 

The progress in admhiistrative and operating effioienoy 
resulting in a reduction of expenditure is illustrated by tj^e 
stores balances, Indian railways require a considerable volume 
of diverse classes of materials which have to be kept in stock 
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to avoid delay in replacement or repairs of worn-out equip- 
ment. Tlio need to carry adequate stores "may not arise in 
such an acute form in countries where the manufacturing 
industries exist to supply the domestic railway market. In 
India inost of the materials have to bo imported, and railways 
have to provide themselves wuth large stocks well in advance 
of them actual needs. The maintenance of stores is, therefore, 
an important item for Indian railways. 

The maintenaiice of stocks of stores raises several important 
questions of financial policy. Stores lying idle or unutilized 
are materials not earning a return on the cost incurred in their 
purchase. The magnitude of the stocks of stores may be 
judged from the fact that in 1924-5 railways had with them 
stores of the value of Rs. 20 crores. This implies that the 
investment in materials remaining idle costs railways, taking 
a 5 per cent interest, Rs. r25 crores. Sound and economical 
management always endeavours to keep down the stock of 
materials to the minimum. Apart from the direct loss in 
tying up capital, there is the danger of materials becoming 
useless through obsolescence on account of technical improve- 
ments in railway practice. The policy followed since 1920 
shows that Indian railways have been alive to these problems. 
The value of stores balances at the end of each financial year 
during 1920-37 is shown in Table 116. 


TABLE 116. STORES BALANCES ON STATE-OWNED RAILWAYS* 

(Ms. in aores) 

Per cent of Per cent of 


Year 

Rs. 

1924-5 

1921-2 

. 23 67 

139 

1922-3 

23 51 

138 

1923-4 

22'09 

129 

1924-6 

17-09 

100 

1925-6 

15 68 

92 

1926-7 

14-69 

88 

1927-8 

17-32 

101 

1928-9 

17-09 

100 


I* 

Railway Board’s 

Bulk 

orders in 

connexion 


programs and increased prices 


Year 

Rs. 

1924-6 

1929-30 

16-95 

99 

1930-1 

15-21 

89 

1931-2 

13-65 

80 

1932-3 

12-10 

71 

1933-4 

10 22 

60 

1934-5 

9-34 

66 

1935-G 

9-40 

55 

1936-7 

9-20 

54 


Beports, Vol. 1. 

with post-war rehabilitation 
led to *a large amount of 
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capital being locked up. and the .storo.s cawied in stock in 1021-2 
wore valued at lls. 24 ci‘oj‘(!H. ddio ciiticisni ot the Inchcape 
Coriimitteo led to inoasiu'os ))omg taken Ia) vviito down surplus 
stocks and secure greater coordinaition between the orders 
placed and ilio requhntnonts of railways. The stores depart- 
ments of railways were reorganized and this helped to bring 
about an improvement in the situation. The effect of these 
changes is seen in the reduction of stores balances to Rs. 17'09 
croros in 1924-5. But as the succeeding period was one of 
active construction and expansion, stores balances must have 
been higher than might normally have been required. After 
1930 the trend was definitely downward. During 1934-7, 
the value of stores balances, as shown in Table 115, was only 
55 per cent of 1924-5. On many railways tile reductions were 
even greater than this. 

Before any inference is ch'awn from these figures, it is as 
well to state that the volume of stocks depends more or less 
on the character of the works programs of the individual 
railways. Again, a reduction in the cost of stores may not 
imply that the quantity of stores has proportionately decreased, 
for the prices of materials, as was the case during the later 
years, might have come down. The decrease was also to some 
extent attributable to the policy of b\iying locally imported 
materials and thus transferring the burden of carrying the 
stores to the importing firms. Since 1932 the Railway Board 
decided on a policy of keeping the closing balances at 40 per 
cent of the issues during the year. But this objective was 
reached only in 1935-6, as the sudden curtailment of con- 
struction programs subsequent to 1930 left a large accu- 
mulation of materials and consequently larger balances. That 
there was a progressively increasing control over stocks of 
stores and a more intelligent estimation of requirements is 
borne out by the statistics quoted earlier. 

CLAIMS FOR COMPENSATION FOB LOSS AND DAMAGE 

Before concluding tkis chapter, refei’ence may be made to one 
more aspect of railway administration, namely, the reduction of 



OPTilRATINn EFFTOTRWCY 


409 


loss and dama.ge to goods in transit and of coraponsatioii paid 
on that account. A serious situation had developed during 
the post-war years. In 1913-4— before the war— the cost 
of coniponsation amounted to Rs. 25-79 lakhs. In 1922-3 
the claims paid amounted to more than Rs. 120 lakhs, an 
inci'easo of 360 per cent. The principal causes for this un- 
satisfactory situation wore stated to be increased traffic ; 
increases in the prices of commoditie.s ; disturbed economic 
conditions in the country since the war resulting in higher 
cost of living, combined with unemployment and increased 
lawlessness ; shortage of rolling-stock I'esulting in delay in 
dispatch and movement of goods, and consequently increased 
opportunities for depredation ; defective condition of rolling- 
stock resulting in los^ in transhipment and increased damage 
to consignments requiring protection from weather ; and 
dislocation of traffic consequent on strikes and inadequate 
general supervision owing to temporary shortage of officers. 
The Inchcape Committee found that these might have been 
contributory causes, which, however, wore not enough to account 
for so great an increase. They, therefore, recommended a careful 
investigation as to the measures needed and a general tightening 
up of control. With these measures and falhng prices, the 
committee argued that a considerable saving could be effected.® 
The increase in the number of claims made and discharged 
reflects the effects of the laxity which had grown up in the 
methods of wor kin g. Not only did the payments made represent 
a large amount of expenditure ; but the claims put forward 
and repudiated must have involved a considerable loss to 
the business community. A determined attempt to prevent 
loss and damage was made in 1923-4 and in succeeding years. 
Improved methods of securing wagon were introduced and 
watch and ward departments reoi’ganized. The rehabilitation 
program replaced old by new rolling-stock, and bi’ought better 
illumination at stations and adequate fencing of railway property. 
More efficient supervision of outdoor staff was enforced and office 

“ luehmpe OommiUee Report, para. 20, p. 10i>, 

62 -mm 



410 


OrEPvATimi !5FFIOtE-N'(!V 


prooodiiTO was rcors;aaizccl to ('.nable more expeditious scnitiny 
and soitleiucut of elainis. Finally, L'cspoiiKibility was fixed on 
the stati' with a view to [nwi'niing i lio rocurrtuicc of such losses. 

Tho claims paid hy (dlass 1 railways (excluding the Jodhpur) 
from 1922-3 to 1935-6 are given in I’ahle 116. Tt will be seen 
that a redaction was offectod from Rs. 50’70 laldis in 1924-5 
to Rs. 3'53 lakhs, or 6 j)ci- cent, by 1035-6. hlvon taken as a per- 
contage of goods earnings, the improvement has been remarkable ; 
the decrease amounted from 0‘47 jiei' cent to 0'06 per cent. 

TABLE IIG. COMPENSATION EOR GOODS LOST OR DAMAGED”' 

(CuAsa I Railways) 


Year 

Rs 111 lakhs 

Percentage of 
goods earnings 

Year 

Rs in lakhs 

Pereontago of 
goods earnings 

1922-,3 

1,20-31 


1929-30 

9 24 

0 14 

1923-4 

78-97 

, , 

1930-1 

7 66 

0-12 

1924-5 

66-70 

, , 

1931-2 

5 03 

0-09 

1925-6 

29 32 

0-47 

19.32-3 

3 06 

0-07 

1926-7 

16-22 

0 24 

1933-4 

2 87 

0-06 

1927-8 

9 '60 

014 

1934-5 

2 92 

0-05 

1928-9 

10-93 

0 16 

1935-6 

3 53 

0-06 


* Railway Board’s Reports, 'Vol. II. Tho figure? exclude tho Jodhpur. 


The analysis of railway operation in all its different aspects, 
undertaken in this chapter, serves to indicate that Indian 
railways improved their general efficiency of operation to 
a remarkable extent. This conclusion is supported by all 
the factors examined : the general condition of tho stock, 
the more intensive utilization of railway plant and equipment, 
the decrease in coal consumption, the decrease in unremu- 
nerative phases of working, the reduction in stocks of 
stores, and loss and damage to goods in transit.® The im- 
provement was not arrested during the depression. In fact, 
as a result of the job analysis investigations, inaugurated 
after the Pope Committee’s enquiries,^® the campaign for 
further .economy and increased efficiency was prosecuted. 
The improvement of recent years is largely due to these efforts. 


* TOio Wed^ood GommiUeo stated that ‘tho operating statistics indicate that there 
haa heen a substantial advice m eifeienoy and economy in inaixagemont since the de- 
pression began in lS)Z^.—WedijwodaommUlc.sRepoH,pp. 18-4, 

Beport of the comirnttoo, appotoed to suggest methods by which efificienoy can he 
improved and economy offoctod, oto„ Pebrtiary 1933 ; the second report, February 1934, 
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THE STATE AND RAILWAY ADMINISTRATION 

State control of railway policy, finance and administration, 411. 

Tlio machinery for control, 412. The Central Legislature, 412 The committees 
of the legislatm’o, 413 The Railway Board, 416 The Bates Advisory 
Committeo, 416 Local advisory councils, 418. 

State Hianageniont .since 1924, 419 (a) National control, 420 (b) Demand 

for Indianization, 421. (c) Indian industries and storc.s purcha,st',s, 423. 

(d) Regard for public opinion, 427. Criticism of state management, 
430. 

The State has been intimately associated with Indian railways 
from the very beginning of railway construction. Apart from 
the generou.s terms on which private enterprise was encouraged 
— supply of land free of cost, financial assistance and guarantee 
against loss — the Government of India were by force of cir- 
cumstances committed to a policy of gradual acquisition of 
-the proprietorship, if not the management, of most of the 
lines. As the State had provided the bulk of railway capital, 
the attempt to safeguard its interest resulted, even during^ 
the era of companies, in a most elaborate and thoroughgoing 
system of control of railway operation. Thus the companies 
were required not only to maintain, equip and staff the line 
to the satisfaction of Government, they were also to carry 
out alterations or improvements in the line or in working as 
might, in the interest of safety, he considered necessary. 
Under their contracts the companies were obliged to enter 
into agreements with other I’ailways in connexion with service, 
facilities, rates and fares, interchange of equipment, etc. The 
train service should be such as Government required and the 
maxima and minima rates and fares were prescribed by them. 
In aU other matters, the companies were subject to Govern- 
ment supervision and control. They had not even the right 
to keep or spend any money received by them in the course 
of business. AU moneys received in respect of the under- 
taking, whether on capital or revenue account had, under the 
contracts, to be paid to Government account. All expenditure 
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by the companies had to bo siaiod and sulnnit-tocl for sanction 
of Government. These featnres were (Usclosed by all the 
guaranteod companies till their acquisition by the State. 
In vioAV of such rigorous smaanl lance by the State, it is 
doubtful if the guaranioed comjianies. sliorn of all initiat ive and 
independence in raanagonumt, retained anything more than the 
semblance of private undertakings. Tlu; e.s;eeutivo Government 
had full control of railway policy, finance and operation. 

The increasing public interest in railway problems and in 
then relation to the State eoincided with the constitutional 
changes under the Government of India Act, 1919. Railway 
policy, finance and admimskration came witliin the detailed 
review of the Central Legislature and other bodies sot np by 
it. Our study of Indian railwa}^ finance will not bo complete 
without a brief survey of the present machinery for the control of 
railway policy and working. It consists of the following bodies : 

(1) Central Legislature 

(2) Committees of the Central Legislature . 

(а) Central Advisory Council 

(б) Standing Finance Comnnttec, Railways 
(c) Public Accounts Committee 

(3) Railway Board 

(4) Rates Advisory Committee 

(5) Local advisory councils 

CENTRAL LEGISLATURE 

Under the present constitution, the administration of the 
State-owned railways comes within the vote of the Legis- 
lative Assembly. The presentation of the railway budget 
has always been an occasion for a full dress debate. The 
deliberations and discussions during the voting of the demands 
for grants have afforded opportunity for a comprehensive 
review of policy witliin the limits of the time allotted. Apart 
from this, through the exercise of the rights of interpellations 
and moving resolutions, the Central Legislature has exerted 
consideiable influence over the policy and action of the railway 
administrations. No critic of the legislature can accuse it 
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of abusing the xiowors it enjoys over railway matters. The 
legislature has throughout, with few exceptions, stood by the 
railways in supporting their policies and programs, such as 
the separation of railway finance, the post-war capital program, 
and other administrative and financial reforms. It has gone 
further and sought to correct the inevitable defects of a tech- 
nically irros|3onsiblG executive department. It is amazing 
to recall at this date that conditions of travelling for third 
class passengers should have reached such serious dimensions 
two decades ago as to become almost a national scandal. Rail- 
way debates during the twenties vividly described and criti- 
cised them. That the xirogram of improving the conditions 
of passenger travel in the lower classes was energetically and 
expeditiously pursued owed a great deal to the special interest 
shown by the legislature on this question. Again the policy 
followed by the Railway Board to correct racialism in the 
superior services — a defect to which the Acworth Committee 
drew particular attention — ^has been another fruitful field for 
criticism by the legislature and noticeable progress has been 
recorded. Apart from the non-votable items such as interest 
and sinkmg fund charges, the bulk of railway expenditure 
comes under the vote of the Assembly. A separate day is 
allotted for general debate and four days for discu.ssions on 
the demands for grants. The Assembly has rarely been able 
to deal with more than two demands, but that containing the 
expenditure of the Railway Board has provided extensive 
scope for a comprehensive discussion of the various subjects 
in which the Assembly is interested. 

COMMITTEES OE TUB CEIfTKAL LEGISLA'i’tJBE 

A more detailed scrutiny is exercised by the three com- 
mittees of the legislature, the Central Advisory Council, the 
Standing Finance Committee and the- Public Accounts Com- 
mittee. The Central Advisory Council, constituted somewhat 
differently from the composition recommended by the Aoworth 
Committee, started with nominated members to tender advice 
on questions of policy and, with the separation of railway 
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finance, bocatno an elociorl Ijody. The memborsliip of the 
council is made up of tho inonibors of {,lie Standing Finance 
Committeo for llailways, one noininatod olficial member, and 
six non-official members each i'rom Ibe Coinrcil of State and 
tiro Assembly, selected from a pane! of eight. The valuable 
work done by the Advisory Council will bo clear from tho fact 
that many changes of a far-reaching character introduced 
since 1924 took their final form from their deliberations. 
Consider, for example, tho separation of railway finance, the 
coiistitution of the rates tribunal, the institution of the 
depreciation fund, the technical training of officers, control 
of stores balances, and the financing of branch lines, all of 
winch have been fully or partly accepted by the Railway Board. 
The initiative and driving force for carrying out these reforms, 
it can hardly be denied, have come mainly from the legislature 
worldng through the council. 

The convention set up a new advisory body, the Standing 
Finance Committee. The Railway Department is required 
to place all estimates of expenditure for the approval of this 
committee before bringing them to the Assembly. Tho pro- 
ceedings of the committee indicate that on the whole the 
Railway Department has had to encounter little difficulty or 
friction from the members. It has secured the support of the 
committee to almost aU its proposals, even to many of the 
schemes which, in the light of subsequent experience, appoar- 
today of doubtful value. 

Finally, the Public Accounts Committee undertake the 
usual functions of ascertaining the financial propriety and effi- 
ciency of financial control through post-mortem examination 
of railway accounts. It was this committee which 
brought to light cases of financial irregularities through 
the reports submitted by the Railway Audi! Department. 
The value of the scrutiny exercised by the legislature and the 
committees hardly needs further amphfioation. The fact that 
financial irregularities continue to be discovered shows how 
persistent has to be its vigilance. The responsibihty for account- 
ability and the dread of exposure have been the two con- 
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stitutional devices to provide deterrents for those who are 
tempfced to exceed fche borderline of financial rectitude. 

The influence of politicians in these respects has been on 
-the whole to the general good. If all the improvements were 
not initiated by the legislature, there was undoubtedly con- 
siderable pressure from its influence and constant criticism 
to carry out many of them. What had previously been more 
departmental routine and changes ordered by the heads of 
departments had to be justified and explained to tho Assembly 
on economic or technical grounds. Further, before voting 
took place the Railway Member or the representatives of his 
department had to meet the criticisms raised during the debate 
and explain incidentally the whys and wherefores of the rail- 
way estimates. The very fact of having to account for their 
actions naturally had the result of making the railway authori- 
ties more circumspect about their policy and procedure. 

It is interesting to inquire into tho reasons why the baser 
forms of political pressure have not been at work so far. One 
fact seems to be obvious : the legislature with its restricted 
powers and new to its duties has been too much engrossed 
in its efforts to exact comformity to its wishes from a techni- 
cally irresponsible and irremovable executive on fundamental 
problems to permit sectional questions to intrude into its 
discussions. Thus the Assembly could not afford to waste 
time on smaller matters when, as in 1920 and 1921, tho question 
of state management had to be decided. Naturally attention 
had to be concentrated on achieving the more important end. 
Again, as regards Indianization it was more a question of 
policy than one of groups or individuals. It was when the 
Assembly had won on the major points that such questions 
as communal distribution of railway appointments, preferen- 
tial treatment of minorities and such like matters began to 
intrude into the Assembly debates. 

RAILWAY BOARD 

The executive organization in charge of railway admi- 
nistration is the Railway Board, and, as at present 
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oonstiiiut.od, is iho Railway lls'pari inonii of tho riovevnmetifc 
of India, oxercising powoi's of gonnral conti'ol over all 
railway inattovs ju [ndia. The inemborship of the 
Board consists of a Chief Coininissionei', a Financial Cominis- 
siojier, a Labour LV[oDil)or, aiul two Momliors for Traffic 
and Fhigineoriirg. Since 1-931 as a result of rotronchment 
measures two posts have been held in ai)eyanoe. The Railway 
Board profess to follow a policy of dealing with only important 
matters^ of delegating largo powers to Agents or General 
Managers, and of interfering as little as possible with the details 
of administration. Individual railways are free to fix what 
rates and fares they please so long as they are within, the maxima 
and minima fixed by the Board. But the details of the classi- 
fication of goods and rates and fares are left to the Indian 
Railway Conference Association which represents practically 
all the railways. Though its rules and regulations are binding 
only to the extent to which they are agreed to by individual 
railways, its work on tariffs and carriage aiid wagon inter- 
change has contributed to the introduction of uniformity in 
practice. 


BATES ADVrSOBY COMMITTEE 

The Railway Rates Advisory Committee, constituted on 
1 April 1926, sought to remedy a serious defect in Indian rail- 
way organization, namely, to provide a machinery to deal 
with complaints from the customers of railways. The Railway 
Commission provided for in the Act proved too cumbersome 
to be appointed and too expensive for the trader. Though 
the Act was passed in 1890, the commission has in fact never 
been appointed, even though the commercial community had 
pressed for it.^ The Acworth Committee recommended the 
establishment of a rates tribunal on Ihe lines ,of the British 
Railway Rates Tribunal. The advisory status to begin with 
was Justified not only on the model of the British experiment, 

^ ‘The enforosinont of the remedy under this Act involves the setting \ip of a special 
court* to try oacli iiiuividual caso^ and this procedxixo is so cnmhrous and inapt that m 
fact no eoxivi over Acworth Gonimitlce ItepoH, para 146, p. 49, 
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but also to afford tho committee an opportunity to pioneer 
tlie now path and to gain experience befoi’e being invested 
with the powers and authoiifcy of a tribunal. But tho example 
of the transformation of the British committee into a 
tribunal within two years has nob been followed and the 
advisory status of the Indian committee still continues. The 
constitution, status, and limitations of jurisdiction and 
powers have hampered the committee from becoming an 
active agent in correcting defects and deficiencies in 
current railway rates practice. The scope of the terms 
of reference is restricted to unreasonable rates and undue 
preference.^ The committee cannot pronounce an opinion 
on so important a niabter as the classification of goods. 
Even questions falling within the scope _ of the terms of refer- 
ence, can be taken up only on a direction to the committee 
by the Railway Board. ^ Even on matters under reference 
the committee’s utility to afford relief to the complainants, 
if deemed equitable and necessary, is strictly circumscribed. 
The advisory character of tho committee militates agamst 
making an effective appeal to the trading public, as the advice 
tendered to the Railway Board may not be accepted. In 
fact, there have been cases where the Railway Board questioned 
the findings of the committee on points of fact. Even more 
unusual for a semi-judicial body, following legal forms and 
procedure, is to find the Government of India a.ssuming 


® Tho terms of refoi’onoo also include complaints or disputes in respect of torminals, 
reasonableness as to conditions as to paclung of articles liable to'Uainage in transit or 
cause damage to other merchandise, conditions as to packing attached to a rate, and 
complaints as to the pi-oviaion of reasonable facilities. 

** The procedure for tho reference of complaints to the Rates Advisory Connnittco 
is as follows : («) An application for a rofferenoe shall he addressed to tho Government of 
India (Railway Department), a copy being sent to tho railway concerned accompanied 
by a dopoisit of Rs. 10 (6) Withm one month of the receipt of the application, tho 
Qonoral Manager shall prepare a statement of the oaso with his observations thereon, and 
submit it to tho Secretary, Railway Board, (c) After consideration of the application and 
the Gmieral Manager’s observations, the Government will detorimno whothor or not it 
should bo referred to the Rates Committoo for consideration, (d) If tho application m not to 
be roforred to the committee, the applicant will be informed accordingly, (e.) If Oovom- 
ment decide to refer it, the rospeotivo parties will be so informed and the committoo will 
be inatruoted to doal with it. (/) If tho General Manager is eble to dispose of the com- 
plaint to the satisfaction of the oomplamant within one month and Uio applicaiit with- 
draws his complaint, the deposit will be returned. Note that the prooodiu’e mentioned in 
{c) clearly takes out the powers of the oommitieo from dealing with tho complaints 
diroetly. ' ’ 


{53~1C14B 
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compotenoo on a point of law as wcll;^ llio real value 
of tlie coinniittoG to tho customers of I’aihvays lias thus boon 
imduly naiTowccl by so many limitations. This is ]irobably 
one of tlio reasons why so few eases have bison dealt wiLh by 
the committee. The potentialities of this body for public 
good can only bo realized by an enlargement of its scope, 
powers, discretion and authority. 

Tho local advisory councils are .smaller bodies in local 
centres attached to individual railway admini.strations to 
provide a convenient meeting ground for railway executives, 
tho business community and the general public. 

To this necessarily brief survey of the existing scheme 
of t hin gs must be added a few observations in the hght of certain 
special features in India. The intimate relations of the State 
with railway management and operation arising from its 
proprietorship of most of the lines, have made both tho interest 
and knowledge pertaining to railway economics far loss diffused 
than in other countries. In Great Britain, for example, with 
the dominance of private enterprise, the public generally, and 
the stockholders and speculative elements in the 'City in, parti- 
cular, take so keen an interest that weekly statistics are scruti- 
nized with an eagerness that is quite unknown in India. Added 
to this is the fact that until recently, the wisdom and experi- 
ence garnered by officers of the higher grades of railway service 
were not retained in the country owing to their retirement 
from India. The effect of these factors combined with a 

‘ The oidera of tho Oovovnment of India in Case II Central Provmces Portland Cement 
Company, Ltd., v. The G.I.P. Railway, and in Case XVII, The Alemlic Chemical Worhe 
Ltd., V. The E.I., O.I.P., N.W., B.B. diO.!., B.N. and M.<S;8.M. Railways in regard 
to Medicines. 

* The observations of tho Wedgwood Committee on tho Rates Advisory Conumttee 
are interesting • ‘Tho existenco of tho Railway Rates Advisory Oommittes does not appear 
to bo generally known. Those members of the trading public who loiow of it complain 
that its prooediiro is slow and that it is too inuoh under the wing of tho Railway Board 
. .we think the procedure of tho committee should be mado both more expeditious 
and more public. We accordingly make tho following recommendations • 

(o) Loss tune should be occupied m preliminaries, and the procedure generally 
should be expedited. 

{b) At present it rests with the Government to determine tvhether or not an appli- 
cation should he referred to the Advisory Committee for consideration. In our view 
the Government should accopt an obligation to refer to the Advisory Committee any 
. relevant application unless in tho opinion of the Government the application is frivor 
Ions or vexatious. If the Govorument should refuse to refer an application to the com- 
mittee, they should givo their reasons, m writing for so dams,: -Wedgwood Corntmm 
RepoHi para 133, p. 86, 
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politically irresponsiblo oxecutiv'e not amenable to popular 
control was to remove railways from the scope of general 
interest and discussion until about the last reforms. With 
the constitutional changes have come an enlargement of the 
scope for the expression of opinion, official and non-official, 
and supply of information on railway matters. Tlie railway 
budget discussions, debates on special motions and answers 
to questions, proceedings of the Assembly committees — aU 
those are reported in detail in the press — ^liave helped to inform 
the public on every aspect of railway administration and thus 
to stimulate general interest on railway problems. 

STATE MANAGEMENT SINGE 1924 

We may now attempt, in the fight of the present survey 
of railway finance and operation during 1924-37, an assess- 
ment of the effects of the policy of state management. The 
acquisition of the East Indian and Great Indian Peninsula 
Railways during 1924 and 1926 led to lour major systems 
being dhectly administered by the State, and the termination 
of the contract with the Burma Railways in 1929 increased 
the total to five. The policy of further acquisition suftered 
a check in the thirties owing to the general financial strmgency 
during the depression, and official pronouncements during 
recent years appeared to be sceptical of further progress in 
state management. But force of circumstances since the 
commencement of World War II has led to the taking over of 
the remaining six railways, the Assam Bengal, Bombay Baroda 
and Central India, Bengal and Ncjrtb Western (including the 
Rohilkund and Kumaon), Bengal Nagpur, Madias and Southern 
Mahratta and South Indian Railways. State management has, 
therefore, become an accomplished fact. 

The State -owned railways constitute so colossal an undei- 
taking that their satisfactory management presents a problem 
of the first magnitude. The task of the controlling authority 
has, with the transfer of more, company-managed railways 
to state management, become greater ^than over before. It 
is, therefore, important to inquire whether the system of State 
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adminisfcvation sixioo 192-1- in nllbci is on tho whole adequate 
to meet the responHibilitios of ellieiont and oeoiioniical ojxera- 
tion of all tho railways. What lessons arc to bo learnt from 
tho exporieuco of 1924-37 ? As the sanio praetico has con- 
tinued to be in force since 1 937, a critical evaluation ol the 
present policy and organization may bo useful in ascertaining 
the ]3rinci]oles to be adopted for the future nianagoniont of 
the State-owned railways, particularly with reference to the 
machinery contemplated in the Government of India Act, 
1936. 

The demand for state management, as stated in the opening 
chapter, was pressed partly on political and partly on economic 
gToimds, namely : 

(a) the desire, duo to national consciousness, for national control 
of railways ; 

(b) tho demand for Indianization of the higher ranks of tho services 

(c) tho desire to adapt the railway rates policy and purchases of 
stores to tho needs of Indian industries ; and 

(d) to secure bettor conformity from railways to pubhc opinion than; 
was thought possible from railways controlled by London boards of du'cotors. 

It will be instructive to examine the extent of success 
under state management in attaining those objectives. If 
they have been in the main realized, the public operation of 
railways is, at least from this point of view, fnUy justified. 

{a) National control 

The demand for national control of the State-owned rail- 
ways was sought to be met in the present system of control 
and management, which is undoubtedly an improvement on 
its predecessor. The presentation of the railway budget 
estimates, the voting of^ the demands for ’ grants, the prior 
examination -of proposals by the Central Advisory Council 
and the Standing Finance Committee, and the scrutiny of 
the appropriation accounts by the Public Accounts Com- 
mittee make for a comprehensive system of parliamentary 
control of railways. It is not, of course, as complete as the 
nationalist would like ; the power of certification, the domi- 
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nance of the official bloc and the exclusion of certain items— 
the ‘non -votablo’— from tho purview of the legislature set 
important limitations to its powers. But these features are 
not peculiar to railways : they form part of the present con- 
stitutional machinei’y. But even with these limitations, tho 
Central Legislature, through pressure brought to bear on the 
executive, has been able to influence policy and secure a far 
closer approximation to public opinion than was conceivable 
in the former regime. 

(b) Demand for Indianization 

■ We have already seen how extraordinarily sensitive public 
opinion was on the subject of tho low proportion of superior 
appointments held by Indians. The Acworth Committee 
pointed out ; ‘None of the highest posts are occupied by 
Indians ; very few even of the higher. The position of a 
district engineer, district traffic superintendent or of an 
assistant auditor is, with one or two exceptions, tho highest 
to which Indians have hitherto attained.’® The state-managed 
railways showed a proportion for Indians of 14‘60 per cent. 
Some companies almost came up to this level i tho percentage 
on the E.I. (company) was 14'61 ; on the B.N., 12T2, and 
on the the A.B., 10’ 17. But on others, the figure was less : 
tho G.I.P. had loss than 5 per cent and the Burma 3 per cent. 
The committee sympathizing with tho demand for a more 
rapid pace of Indianization, suggested the propriety of estab- 
lishing a minimum percentage to be reached within a fixed 
period and of increasing the facilities for training Indians for 
superior posts. 

P The steps taken to increase the proportion of Indians in the 
superior railway services showed some results as early as 1925 
itself. Out of a total of 1,948 officers, the number of Indians' 
stood at 463, or 24 per cent. By 1937 the percentage had 
advanced to 45. The percentage of European officers decreased 


« AcwoHh Commute, Report, para J82, p. 5b Of. 'Out of 1.749 poats alassod as supa- 
rior, 182 or rather more than 10 per cent are filled by Indiana. Of the 182 Indians, 168 
occupy posts as assistant district officers m the vanouji departments ; 24 have reached 
the higher grade oLdistrict officers.’ 
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during tho period from 76 to 55. Tho Ra,nio trend is seen in 
the upper suhordinato servieiis. Tho Buropi'an olcuiont was 
almost halved from dl to 16 i)or eent, and tho Indian om- 
ployoG.s increased from 69 to 84 per cent. 

If state managomont was oxpooled to lead to Indianizatioii 
more rapidly than Avas behoved l.o he possible! on tho company- 
managed railways controlled by London boarxls, the jiosition 
revealed by the two groups during tho period, as shown in 
Table 117, does not indicate any striking difference. The 
percentage of Indian officers to the total increased during 
1925-37 from 28 to 47 on the state -managed railways and 
from 19 to 42 on the company-managed railways. The per- 
centage of the former stands higher, but the extent of increase 
has been greater on the latter. The progres.s shoAvn by tho 
companies should by itself discount heavily the doubts enter- 
tained in the past as to the prospects of rapid Indianization 
on their systems. This is shown even more clearly by the 
statistics of the upper subordinates ; tho percentage of Indians 
advanced from 67 to 84 on the State lines and from 74 to 84 
on the company lines. 

The detailed figures shown in the table do not support 
the view that state management has secured a more accelerated 
pace of Indianization. The State railway figures certainly 
stand higher on certain systems, and disclose a difference of 
6 per cent in their favour as compared with tho company lines. 
The acceptance of a definite policy of Indianizing the sixperior 
services and the efforts of the Railway Board in persuading 
tho companies to fall into fine with this policy are mainly re- 
sponsible for the almost similar results in the two groups. But 
this, be it noted, is due more to Government policy than the 
type of management. On the other hand, state management 
has certainly made it possible for Indian officers to hold the 
highest appomtments- on railways, such as General Manager, 
heads of departments, etc. On tho company-managed hnes, 
instances have been rare of Indian officers rising to the position 
of even heads of dopg-rtments. Tho Acwoxth Committee’s 
comment on this point seems to hold good even now mn. these. 
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TABLE H7, STATISTICS OF THE PROGRESS OF INDIANIZATION 

European Indian 





%of 

total 



% of 

total 

Railways 

19d5 

1937 

1925 

1937 

1925 

1937 

1925 

1937 

State- managed . 



Officers 





Burma 

90 

71 

86 

74 

15 

26 

14 

26 

EJ3. 

79 

51 

63 

43 

46 

68 

37 

57 

El. 

227 

139 

72 

46 

87 

161 

28 

64 

GiP. 

175 

139 

79 

66 

46 

76 

21 

36 

N.W. 

192 

123 

66 

46 

101 

145 

34 

54 

Railway Board, etc. 
Total 

59 

42 

70 

55 

26 

35 

30 

45 

822 

565 

72 

53 

320 

510 

28 

47 

Company-managed , 

A.B. 

52 

36 

85 

51 

9 

33 

16 

49 

BN. 

170 

106 

77 

56 

51 

83 

23 

44 

B B.&C I. 

1.59 

no 

82 

66 

35 

60 

18 

36 

M &S.M. 

122 

84 

86 

61 

22 

63 

15 

39 

S.L 

93 

63 

82 

51 

21 

60 

18 

49 

Total 

596 

398 

81 

58 

138 

289 

19 

42 



Upper subordinates 





Stale-managed : 

Burma 

28 

19 

9 

6 

290 

365 

91 

06 

EB. 

143 

56 

34 

14 

274 

356 

66 

86 

E.I. 

859 

343 

44 

18 

1,114 

1,650 

56 

82 

GI.P 

286 

212 

23 

17 

967 

1,032 

77 

83 

N.W 

401 

222 

33 

17 

829 

1,122 

67 

83 

Railway Board, oto. 
Total 

. . 

2 

. . 

. . 

. . 

229 

, , 

, , 

1,717 

804 

33 

16 

3,464 

4,644 

07 

84 

Company-managed ; 
A.B. 

22 

13 

23 

12 

73 

100 

77 

88 

B.N 

- 333 

119 

37 

14 

658 

711 

63 

86 

B B &C I. 

156 

170 

17 

18 

784 

771 

83 

82 

M.&S.M. 

85 

67 

29 

18 

205 

260 

71 

82 

S.I 

63 

26 

21 

10 

233 

243 

79 

90 

Total 

658 

385 

26 

16 

1,851 

2,085 

74 

84 


Enilway Board's Reports, Vol. I. 


systems. A later start, and perhaps some prejudice, probably 
explains the reason for the time lag. But the clear declaration 
of Government policy has, on the general question of Indiani- 
zation, led to the same results without any acquisition, and 
consequently policy, not management, is the important factor. 
The case for state management will therefore have to seek 
more secure grounds than the progress of Indianization. 

\ 

(c) Indian industries and stores purchases 

Public opinion, as stated earlier, \^as also suspicious of 
railway rates policy as it affected Indian ^industries. Towards 
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the onrl of the last war, Govorninont wore comniiitod to a 
policy of iiifhisLrial dovolopiiioiit., and, in iho early iwojiiies, 
to a policy of prof oci ion, Indian railways, which normally 
spend large sums of money on purciiasos of materials and 
stores, could, as in other countries, jirovido an ini|)ortant market 
for domestic industries. 4410 Indian Stores Department, set 
up to place orders for materials reeparod hy Gor^ernment 
departments, was expected to carry out the policy of en- 
couraging Indian indnstries. Railways wore desired to adopt 
the same procedure. The importance attached to this by 
the Central Legislature is clear from the specilic recommenda- 
tion made in the Separation Convention resolution urging 
on the Governor-General-in-C6nneil the utilization of the 
Indian Stores Department for the purchase of stores for the 
State railways.’ 

While accepting the policy of Government, the Railway 
Board maintained their own organization on the different 
railways for the purchase of stores, and the Indian Stores 
Department was, until quite recently, left to handle only a 
bare fraction of the railway orders. When the state-managed 
railways stroye to preserve some freedom in the matter of 
purchases, it is not surprising that the company-managed rail- 
ways should be less keen on control from without. But the 
policy of Government on this question was clearly stated in 
.these terms ; 

‘to make their purchases of stores for the piiblic service iu such a way as 
to encourage the development of the industries of the country to the utmost 
possible extent consistent with economy and efficiency.’ 

In order to give effect to this policy the order of preference 
was specified as follows : 

‘First, to articles which are produced in India in the form of raw materials, 
or arc manufactured in Lidia from raw materials produced in India, pro- 
vided that the quality is sufficiently good for the purpose ; 

secondly, to articles lyhoUy or partially manufactured in India from im- 
ported materials, provided the quality is sufficiently good for the purpose ; 

’ Tlio hub olauao ol Hje resolution, Appendix A. 
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thirdly, to articles of, foreign manufaoture held hi stock in India, provided 
they are of siu table typo and requisite quality; and 
fourthly, to articles iiiannfaoturod abroad which need to be specially 
imported.’ ® 

Raw inatorials obviotisly requirerl no preference, and railways 
naturally purchased them locally. Whore domestic enterprise 
in the manufacture of certain articles was developing to the 
point of supplying part at least of railway requirements, the 
earlier practice of obtaining imported products deprived it 
of the support of a local market which would have ensured 
its progress and expansion. It is here that Government policy 
was expected to contribute to the industrial development 
of the country. 

The volume of stores purchased for the principal State- 
owned railways is considerable. The value of materials pur- 
chased during 1924-37 totalled Rs. 273‘81 crores. Of this 
Rs. 137'50 crores represented the cost of indigenous products. 
Approximately one-half of the balance of Rs. 136’3i crores 
was spent on imported stores purchased locally, and the other 
half on dh“oet imports. It is not easy to draw inferences from 
these total figures distributed over six years of active con- 
struction and seven depression years of attenuated programs 
and reduced expenditure. Statistics of percentages of the 
value of indigenous materials to the total reflect in general 
the proporjt,ion of the raw materials to the manufactured goods, 
and do not indicate any large displacement of imports by 
domestic production. But the change in this direction has 
started the increasing reliance on local manufacture under 
such items as rails, bridgework, etc., and the adoption of rupee 
tenders appear to be accelerating the process. 

As public opinion a generation ago expected from state 
management a substantial assistance to Indian industries, 
it is interesting to compare the record of the state-managed 
and the company-managed railways as regards the purchases 
of stores. Taking the figures of four state-managed lines 

® Gfovernment of TnSin. Eesolution, No. S.217 of 19 December 1029, Dopartmont of 
Jftdustriea and Labour to take effect from 1 January 1930, 
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and fivo eoinpaiiy-niaiiagod linos during 192-1--30, the value 
of stoi-es purchased l)y the tvYo gr()U})s was fUsiril)uied as shown 
in Tal)lo 118. 


n’AHLt] 118. E'rORIDS pmu:ii\sioD 

(In ciurcft nf rupees] 

DITUINU 192- 

1 

Railways 

Htate-manaijed . 

A 

B 

A + B 

C 

E B. 

PS4 

1 98 

3 82 

5 97 

E.T 

S 89 

6 94 

15 83 

1104 

G.I.P. 

12-:18 

,6 92 

18 30 

7 38 

N.W. 

7-i:i 

6-76 

13 89 

17-28 

Total 

30-24 

21-60 

51 84 

44 67 

Percentage of total 

31 

23 

54 

46 

Company -managed : 

A.B. 

0 98 

0-62 

1 60 

1 61 

B.N. 

5-18 

5-00 

10 18 

7 00 

B.B.&C.I, 

6 26 

3 00 

9 26 

7 86 

M.&S.M. 

5-38 

1-73 

7 11 

4-09 

S.I. 

5-70 

1 65 

7 35 

2 99 

Total 

23*60 

12-00 

35 50 

23 55 

Percentage of total 

40 

20 

00 

40 


A direct imports, B imported stores purchased locolly, C indigoiioiw products. 

* Hallway Board's Reports, Vol. I. 

The coat of stores of indigenous origin was 40 per cent on 
the state-managed linos and 40 per cent on the company- 
managed systems during 1924-30. The proportion is un- 
doubtedly higher on the former, but the company-managed 
lines are not far behind. 

The drastic curtailment of works and partial postponement 
of current maintenance during 1931-7 led to a corresponding 
decrease in purchases of stores and the figures for the period 
hardly reflect normal conditions. The value of stores pur- 
chased during 1931-7, summarized in Table 119, discloses a higher 
proportion of indigenous products than during the preceding 
period and it is interesting to see that the “percentages of the 
company-managed lines are not far below those of the state- 
managed systems. But as the figures reflect the effects of 
the postponement of ordinary repairs and maintenance and 
the consequent reduction in the purchase of imported stores, 
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the roJativo incvoaso ia the proportion of indigenous products 
may have boon exaggerated. 

TABL13 119. STORES PURCHASED DURING 1931-7-^ 

{In crores of rupees) 

State-managed railways Oompaiiy -managed railways 



A 

B 

G 

% of 0 to 

A 

B 

C 

% of C to 


Rs. 

Rs. 

R.S. 

total 

Rs, 

Rs. 

Es. 

total 

1931-2 

]’03 

. 2 92 

5 48 

58 

1-41 

1-28 

3-87 

59 

1932-3 

0 09 

226 

3 95 

03 

0-79 

107 

2 88 

61 

1933-4 

007 

2'51 

4 95 

66 

0-66 

1T3 

2 66 

60 

1934-5 

0 0.5 

2.57 

5 43 

07 

1 11 

1-46 

3 62 

58 

193.5-6 

0 06 

3 37 

6 14 

64 

1 24 

1-32 

3-44 

67 

1936-7 

0'05 

2-59 

5-33 

67 

1-18 

ITS 

3'.30 

58 

A direct imporfca, 

B iinportiDcl Htoros purchased locally, 0 ladigenous 

products. 


Railway Boatd's Report 1936-7, Vol. I. 


Can it be argued from these facts that State operation has 
been more satisfactory than company-management ? If the 
uniformly higher figures shown by the former are taken to 
suggest its superiority, the company lines also, it should be 
noted, have approximated to the same levels. Had the record 
of the latter been different, the anticipations of the advocates 
of state management would have received conclusive proof 
in these figures. Here also the policy of Government and the 
efforts of companies to give effect to it have secured nearly 
identical results. 


(d) Regard for public opinion 

One of the reasons behind the demand for state management 
was the conviction among Indian politicians and business men 
generaUy that an executive depai'tment of Government operat- 
ing Indian I’ailways would be more amenable to popular control 
through the Central Legislature and more disposed to meet 
public requii'ements than a company-managed administration 
tempted to take shelter under its contracts and responsibility 
to a London directorate. There were certainly instances in 
the past when scant attention was paid to public opinion and 
the companies could do what they plea.sod. The cases of the 
Broach block rates and the PallivaM project have already 
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been mcniionccl. The Ae\^o^•tb ('ouuinliee rel'erred in detail 
to the allGgaiioiitJ of imdm; pivfeL’cnce and unfair eoinj)etition 
with waterways, e()m[)laiut.‘'j rega.rdiug owner’s risli rates, 
bribery in connexion with tlic allotment of vragons, and slack- 
ness in the settlement of claim, s No h^.ss urgent wei'o the 
grievances of the third class |)as.sengc.r.s. iVlany oJ' these com- 
plaints wore removed by measure, s iirdatutc'd since 1!)24. The 
appointment of the Railway Hates Advusory t'ommittce provided 
a machinery for the adjustment of rates ihsputos, while the 
Railway Department answerable to the Central Logi.slature 
would certainly not permit such tlag-rant instances of public 
disservice to recur. The statistics of payment of damages 
and claims have, as we have seen, shown a remarkable decrease, 
and the prevalence of bribery has been loss frequently mention- 
ed than before. Similarly, the complaints of the third class 
passengers were sought to be removed through the regular 
program of improvements and facilities included under the 
open hne works on all railways. All the, so measures have 
wrought a great change in the rail transjiort situation. With 
the acceptance of the policy of state management, the Railway 
Board have been able to place greater emjihasis on public needs 
and service than the profitability of the investment — a 
factor which undoubtedly weighs more with a private under- 
takmg. 

These changes have certainly effected a striking improvement 
as compared with the state of affairs in the preceding period. 
The principal agency in inaugurating these measures is the 
Railway Board, which as the Railway Department of the 
Government of India endeavoured to carry into oflbet their 
policy in harmony with the wishes of the Central Legislature and 
other organs of public opinion. But the trader or the passenger 
has to transact his business not with the Railway Board but 
with the individual railway administrations. It would, there- 
fore, be interesting to inquire as to the extent to which the 
state-managed administi’ations respond to public opinion and 
whether the change in management has denoted a gain to the 
public from this point of view. 
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An instance in point is afforded by the history of the rates 
system, a subject of intimate concern to the trading community. 
Des 2 )itG public roprosontations over wellnigh two decades 
and tho sjiocific roforoncos by tho Railway Rates Advisory 
Oornmittee, such defects as the unsatisfactory basis of the 
risk rates and the terminal charges have continued iinremedied. 
Wliether dealing with state-managed or company-managed 
railways, on rates questions, the trading community, to quote 
the Wedgwood Committee, ‘feel themselves burdened by a 
sense of helplessness to obtain a fair hearing.’ In cases like 
these a state-managed administration has been no more success- 
ful in meeting the needs of business men than the company 
hnes. But a state -managed administration has, unfortunately, 
its procedure decided by a higher authority— the Railway 
Board — and appears to exercise little ’ effective discretion. 
The Agent and General Manager of a company-managed rail- 
way probably enjoyed greater freedom and initiative. This, 
of course, is nob tlio fault of state management but rather of 
the undue centralization of the administrative control and 
the bureaucratization which it has brought on its heels, 

While, therefore, a State railway administration may well 
prove the despair of the business community in certain matters, 
it is 250ssible that the Railway Board, when persuaded of the 
necessity, may carry out improvements in service facilities 
and remove specific grievances on the state-managed lines 
more readily than might have been possible on tho company- 
managed systems such as the Bengal & North Western — a 
railway which figured quite frequently in Assembly debates. 
In other respects the ijraotico of company-managed railways 
has tended to keep pace with that on the State lines. In 
actual practice the public would ha.ve found little to distmgiiiah 
between the State and company lines considered individually. 
The fact that the ‘Railway Board can issue directions to 
the former which have to bo carried out makes their 
position different. In the case of the companies, their con- 
tractual rights must be respected. -iBroadiy speaking, the 
Government could only prevent, and their power of initiative 
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was siricily liinikul. Tho (iotupaiue.s could not bo roquired 
to carry out works t)ii i'l'uumls oF convcuioiico or economy, 
if Uioy aro Jiot needed For saFeiy. Nor ('(Uild i-ho State prevent 
the retention or appointment td' iui unsuitable, oFfieer.®* On 
important matters in recent years, ilio Board have, as we have 
seen, exacted obedieneo from tho companies to their policy and 
could, on behalf of the public act with equal effoct in other 
matters also. In the last resort the St, ate could compel accep- 
tance by logislation,i“ as it has done in the Hours of Employ- 
ment PviOgidations, Payment of Wages Act, etc. If, therefore, 
there were lapse, y or omission to introdneo moa,yares as on the 
State lines, the reason was inaction or reluctance to interfere 
on the part of the Board. 

It is fair to conclude that tho earlier anticipations from 
state management have in substance been realized. But the 
company- managed railways have emulated the example of 
the state-managed systems so sixccossfully that the contrast 
is loss striking than might have been exjcected. A clearer 
definition of the policy of Govermnent on tho questions raised 
and a more' energetic Board keeping a watch on the adminis- 
tration of that policy have secured results which must he 
deemed on the whole not unsatisfactory on tlio State and 
company railways alike. 

We may now examine whether the apprehensions of the 
opponents of state management have been borne out by the 
record of operation since 1924. The signatories of the alter- 
native report of the Aoworth Committee referred to the adverse 
effects of state management on adininistrative efficiency, the 
disregard of public opinion, and lack of initiative and flexibility. 

OBITIOISM 03? STATE MANAGEMENT 

The principal objection raised against state management 
is on the score of administrative efficiency. The decentraliza- 
tion of powers and delegation of responsibility for management, 
so essential to the successful conduct of a business undertaking, 

" Avuvilh Couvniller Hepurf, paras 137-8, p. <10 

w Ibid. 
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arc not so readily permitted under tlie State procedure. The 
separation ot railway finance was designed to confer autonomy 
on railways. But the administration of the state-managed 
railways, as it has come about, doo,s not roliect that real re- 
sponsibility which should be exercised by a commercial under- 
taking. Thus the rc.sponsibiiity for administration in the 
case of state-managed railways does not unfortunately rest 
with the Gciieral Manager, as was partially the case with 
company-managed railways. The administrative head of a 
State railway appears to be, in effect, more an agent of the 
Bailway Board than the General Manager of his undertaking. 
Under the present system, he is helpless to protect even the 
legitimate requirements of his line or to protest against the 
interference of the Railway Board. As ho is subordinate to the 
Board his position precludes his taking an independent attitude. 
The financial repercussions of the actions of the Railway Board 
may affect the net return or the earning capacity of his rail- 
way, but the General Manager is only a cog — a major cog 
admittedly — in a gigantic bureaucratic machine. Ho cannot 
have that compeUing interest in safeguarding the dividend- 
earning capacity of his system, such as the General Manager 
of a company-managed I’ailway is obliged to have. A Clearing 
Accounts Office or a Central Publicity Bureau can be bolstered 
up at heavy cost by the fiat of the Railway Board, and the 
cost apportioned among the state-managed railways regard- 
loss of whether individually they can afford the luxury or not. 
A General Manager, whose independence is curbed at every 
turn and has things decided for him, cannot be blamed if his 
administration lacks mitiative and degenerates into more 
routhie. This is all the more pertment when the normal tenure 
left to him before retirement hardly averages three or four 
years ! 

This comes of the appheation of- the ordinary civil service 
regulations and practice, which the Acworth Committee pro- 
nounced as ‘entirely unsuitable’ for appheation in so specialized 
a concern as a railway. ‘The relatioifs between the employer 
and the staff/ they pointed out, ‘should be more in conformity 
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with Ol'clhwy coTUinomal pructirc.’’* iSiiort-timo trausfors 
on groxinds of s(Miioi'ity from one imlway oi' do]ifiTLniGiit to 
another were eritkised as jiot condncivi^ io ofheieney, hut such 
tendencies during i-ccent years have irequent onough to 

call for comment. The, eliecls of the civil .service regulations 
on the railway .stall'- -oven to thi^ responsible sogmont — must 
bo considered deplorabli^. Tlio rulo.s of recruitment may ensure 
the right typo of candidate but Avdion ho enters service, the 
sheer inertia of years carries him to the top or as near it as 
possible. Each cadre of service gets transfoiinod into a caste, 
a kind of service loyalty is developed, and a vested interest 
is created. Each member claims a right to the preservation 
of the ‘conditions of service’— the number of appointments 
and key appointments reserved to the service. Each service 
tries to increase its cla.ims and quota. The jobs as with Govern- 
ment service everywhere are safe, and as once a person com- 
pletes his probation, the automatic increments of the time- 
scales are what he is entitled to, the only incentives left 
are the prospects of an out-of-turn promotion to a vacancy. 
If the top positions are held by compiaratively younger men, 
there is ‘stagnation’ in the service, which can lie got over only 
by creating more appointments. If ‘special’ duties and leave 
vacancies cannot solve it — ^if the number involved is larger 
— -new posts are created and maintained by expanding the 
departments or splitting up the service. The Controller of 
Railway Accounts and his establishment, costing Rs. 3-6 lakhs 
a year, was maintained for ten years after the Railway 
Retrenchment Sub-Committee had urged its abolition on grounds 
of economy. Service requhements probably rendered the 
department superfluous, and it was abolished recently. 

This obsession with service prospects can be checked only 
by a strong Railway Board applying strict bushiess principles 
to the administration of railways and making the, General 
Manager responsible for carrying them out. But the' Railway 
Board, themselves, are^ unfortunately infected with the same 

Aneorth OamndUee Beporti para I8fi, p. 43, 
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virus, as their own personnel is drawn from the individual rail- 
ways and tlie Finance Department. The Chief Commissioner and 
Members, coming from the different State railways, all belong- 
ing to the same biotherhood and with the same community 
of intej'ost, are responsible not to a board of directors answer- 
able to a shareholders meeting, bat to another official, a Com- 
munications Member belonging to the same bureaucratic 
maohinery.^2 

The mischief of the bureaucratization has not stopped 
with its spread to the state-managed railways. By a ' spirit 
of emulation or suggestion it infected the company-managed 
railways as well. All these may not be a necessary concomitant 
of state management. As Sir William Acworth and his four 
colleagues observed : 

'When the railway administration has attained independence and has 
established the necessary machinery for closer local supervision, it (the 
practice of rigid adherence to seniority, frequent transfers, etc.) ought 
not to bo continued so far as railways are concomed. So injurious is the 
system, that, if we had believed it must necessarily bo permanent, those 
of us who have recommended the adoption of a .state management policy 
Avould have hesitated longer before doing so.’^® 

Railway administrations certainly failed to acquire that inde- 
pendence on which the Acworth Committee had reckoned and 
the doubts of the opponents of state management have been 
confirmed by the experience of the last two decades. 

Turning now to the question of the regard for public opinion 
under state management, we have already seen that both 
groups have shown approximately the same record. But the 
public feeling has been that their demands are likely to be more 
easily met on the State railways than on the . company-managed 
lines. But it is necessary to bear in mind that the signatories 
of the alternative report of the Acworth Committee compared 
state management not with the operation under the surviving 
companies but with that of the Indian domiciled companies 
they had recommended. Discussion as to what might have 

During 1924-42, thara was for a short period only one non-official Moiabor for 
Bailways. The others, five in, numbsr, bolortgeij t® the Indian Civil Sarvioo, . 

Aomrth Committee Bepo}% para 136, p. 46, 

^6-I514B 
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• happened may now sound aoadcnuc, but thero can be no doubt 
'that the economic incentive of a, private umlertaking will make 
it respond more promptly tfiaiU a State department to the 
needs of the public. 

The third charge against state management is the lack 
of initiative and dexibility. As the guaranteed companies 
were not true private undertakings and were subject to detailed 
Government control over a ' consirlerable range of railway 
operations, they did not exhibit any strildng difleronce as 
compared with the State lines. Still the compames appear 
to have used the little freedom they enjoyed from State inteip 
Terence to promote the interest of their undertakmgs and 
therefore of the public. It is significant that company-managed 
hues had taken the initiative in the matter of the manufacture 
of locomotives in the country. The East Indian Railway 
Company used to build some of the broad gauge locomotives 
in their own workshops at Jamalpur, which were pronounced 
hot inferior to the imported stock and were built at a cost 
which compared very favomubly with the latter. It is no 
less significant that production ceased with the commencement 
of state management. Again it was another company line, 
the Bombay Baroda and Central India, which pioneered the 
way to the production of the metre gauge locomotives. Other 
instances could be quoted where companies have shown better 
initiative. But State control of the company-managed railways 
did not permit any considerable deviation from the practice of 
the State railways. Hence has come about the comparative 
absence of the development of improved service and increased 
facilities which characterized inter -war transport activity in 
Great Britain and the United States. 
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obscrviitioiis on st^ito iiiadici.gciuoi'it, 435. Jncidoc^iiajtc soiiso of 
fiiiancuil rcspoIl■^ibihty, 4.35 Labour policy, 438. 

The Statutory liaihv.ay Authority, 440. Managemeut too far removed for 
eifective critiuism, 441. Quosi.ion of accountability, 443. Other forms 
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In the light of the discussion in the last chapter one emerges 
with a sobered sense of the achievements of state management. 
Its principal merit lies in the removal of complaints on account 
of which public opinion was deeply incensed against rail- 
ways in the pre- separation days. The special attention paid 
to the convenience and requirements of the public has un- 
doubtedly led to greater satisfaction. Under the influence 
and example of the State the company-managed railways 
also improved their record. State management appears to 
have placed greater emphasis on the political aspects, such 
as the policy of Indianization, stores purchases, etc. On 
the economic aspects of railway working, the record has not 
been equally impressive. 

iriNANOIAL RESPONSIBILITY 

The financial results of the State-owned railways since 
1924 ai*e deemed satisfactory on the whole. But the facts 
set forth in previous chapters indicate the dangers to which 
state management is exposed. We have already seen how 
the effects of the extravagant capital expenditure and 'the 
overcapitalization during the depression period left a heritage 
of deficits and financial difficulties. Again, under the present 
•regime, the financial status of certain systems -the B.N. 
‘and' E.B., for example — suffered deterioration. The upward 
trpnd of - expenditure and higher operating ratio have 
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porsisiocl throughout, and the fact thai. tho State, v^-ith its enor- 
mous rosourcos, was behind tho railways materially weakened 
the profit-eariihig motive. Tho position was further com- 
plicated by tho existence of coinpanios which had but limited 
interest or stake in our railways. The guaranteo they had 
against loss not infrequently resulted in undermining the 
economic incentive. The prospect of profits in excess of the 
guaranteed interest was likely to cnconrago administrations 
to practise too much economy, while the likelihood of a return 
less than the guaranteed rate tended to create indifference. 
This called for a special effort to avoid tho temptation to 
swing to either of these extremes. As the companies had 
their contracts long before the new arrangements under the 
convention came into force, their relations with the controlling 
authority of the Government of India on financial matters 
continued to be regulated as before. 

The present system of state management exhibits certain 
features which militate against successful working. Although 
the railway systems are strictly under the direct control of 
the Railway Board, they are treated as independent units 
as regards the details of administration. On a variety of 
matters they function as an entirely separate entity, such 
as in regard to rate-making, organization, jurisdiction, ap- 
pointments, etc. The delegation of large powers and the 
right to he treated as a separate system ought to carry with 
it the responsibility for producing satisfactory results. With its 
paraphernalia of separate organization, financial powers, inter- 
nal autonomy and rates structure, the management is expected 
to assume the duty to so operate the system as to earn a net 
revenue sufficient to meet not only the interest but also the 
share of the contribution as fixed by the convention. The com- 
pany-managed railways could' not be subjected to such 
liabilities as their contracts were concluded many years before 
the present financial arrangements were put into effect and 
the interest of the State was protected by adequate safeguards. 
There could he no such 'Justification for the omission of these 
obligations as regards the working of the state-managed 
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railways. According to the present methods of working, 
each system is not obliged to be so worked as to produce a 
net income sufficient to pay the interest on its capital and 
the share of contribution to the State. Even more regrettable 
is the omission of a provision imposing a cumulative liability 
in respect of the interest cliai’ges due but not paid in parti- 
cular years by a railway system. It is true that not all rail- 
ways are financially well-favoured : some serve economically 
rich and prosperous regions and others poor and backward 
areas. There are bound to be differences. But whatever 
the relative position of a railway, it has on economic con- 
siderations to bo so worked as to earn the minimum return 
on the investment and ought to carry the liability on that 
account to be paid out of future earnings. The absence of 
any ]Dro vision of this kind implies that there is no standard 
of performance which railways are expected to maintain and 
that the net revenue of the State-owned railways totalled up 
and featured in the railway accounts is only the residue of 
the profits of the successful lines after meeting the losses on 
the others. It is true that the Railway Board does exert 
its influence, as it has done during recent years to enforce 
a regime of economy and retrenchment, to effect the execution 
of certain policies. The fundamental defect of railway finance 
after the separation has been that the responsibility for the 
payment of the interest charges on capital and the contri- 
bution is that of the Railway Board only. This is not appor- 
tioned in its turn to the individual railways. The result is 
that a particular railway may go on incurring losses for years 
together without any qualms so long as the aggregate net 
income for all the railways is sufficient to pay for its own 
losses, interest and share of contribution to the State. The 
statistical analysis undertaken in connexion with the financial 
status of the different railways in an earlier chapter amply 
bears out this statement. 

The only satisfactory method of ensuring economical and 
efficient management is to make each railway shoulder its own 
financial burdens. It appears to be very desirable that an 
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obligation to this ollbot is deHuitoly fixed on oa(4i i-aihvay system. 
T])is is boimrl to cha.ng'(' the outiook of thosf'. that, before the 
World War If constitntod the lo.sing i-ailway.s and inalco tbo con- 
trol of tho ■Railway Board far more effect iv(^ l.lian before. With 
so many ]’aihvay,s of modcn'ate .size, the present administrative 
sot-np may need to be changed and a regrouping and amal- 
gamation of the lines to form a smaller number of larger systems 
may lead to financially strong and solf-.supporting units. ' 

In other directions also state management has disclosed 
certain elements of weakness. Tho review of passenger and 
goods transportation indicated that state nianagoinent haa 
not been hold onougb to tackle questions of far-reaching 
changes such as jirivate enterprise has dealt with effectively 
and successfully in other countries. Public satisfaction has 
been sought through a lowering of charges oi- of relieving con- 
gestion. In fact, the record appears to have been negative 
rather than constructive. Disabilities and inconveniences may 
have been removed, but tho improvement of transportation 
with a view to exploiting and oxtending the travel market 
has, been on too timid a scale. This explains why Indian 
railways, when confronted with competition from road trans- 
port, appeared to roly more on restricting it thair improving 
their technique as foreign railways have done. Tho inability 
of the Railway Department to face questions involving funda- 
mental changes is shown by the reluctance to bring np the 
classification of goods and the rating system to modern re- 
quirements. This is again , confirmed by the fact that it has 
not been abfe to make up its mind to revise the Indian Rail- 
ways Act — .enacted more than half a century ago, a period 
medieval in railway history as the Acworth Committee termed 
it. What a contrast with Great Britain and the United 
States which carried through during the twenties a large 
yolume .of legislation revolutionary in character and scope ! 

LABOUE, POLICY 

a * 

The labour policy '■under ‘ state management deserves 'to 
be commended.. The period under, review witnessed a general 
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iraprovemoiit in the status and conditions of work of railway 
labour. It was overdue and it is doubtful if so rapid a pro- 
gress would have been accomplished on both the State and 
company railways but for tlie special intei'cst shown in this 
question by the Railway Board. The period was also charac- 
terized by the growth of trade unions and concerted action 
by them on matters affecting their interests. The demands 
of labour, particularly in , the present economic conditions 
in India, are entitled to sympathy and consideration. But 
the situation may give rise to difficulties in the future. The 
relations of the State as the employer and labour may be 
harmonious when concessions — economically justified and fair 
—proceed from the former to the latter. But if anything 
happens to reverse the process, the employment of so large 
a labour force by the State may create a serious crisis. The 
alternative report of the Ac worth Committee referred to ‘the 
obvious objections, not to say the positive dangers, of making 
Government the sole employer of a vast labour force. The 
experience of other countries where the State had to deal 
with its railway employees has not been happy, and instances 
are not wanting , whore the Minister of Railways was oven 
intimidated.® In the present state of politics in India, it 
will be wise to steer clear of dangers of this kind. The policy 
of acquiring the company-managed lines has solved one set 
of problems only to create others of grave economic and 
political import. ' 

The existing system of state management is thus altogether 
inadequate to cope with the problems Indian- railways have 
to face. I A change is imperative, if only to remove the bureau- 
cratization, red tape, departmentalism and other defects 
mentioned above. That the present organization is not 
suited , was recognized during the consitutional discussions 
and , a solution was prescribed in the Government pf 
India Acf, 1935, in the shape qf a new Statutory Railway 
Authority, 

‘ AowoHh Committee Report, para 206, p. 70. ^ , o i ^ -laA 

? Kirkaldy and Evans, The ffutor^ and, Jicommics oj Tran^oH, 3rd odti„ p. 104. 
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THE STATXTTORY K\riiWAV AITTHORTTY 

That the ftiiiiro niaiia.<j;etRnni< ol I itfha-n railways should 
1)0 different IVotn Llio (RVist.iiig sysl, (MR \uis llrsi. iii-oposed by the 
Crovenimeiit of India m thoir Despatch on Inriian Comiitntional 
Refortm. It was ])ointed out that there were. noTi-economic 
considej'ations oovovniiig- tlio adiiii lustration of Fodian rail- 
> ways, such as defence roqnironienis and safeguarding of the 
rights of the services and of tlie Anglo-Indian community. The 
Government of India’s Despatch explains many of the sub- 
sequent developments and prordsions of the AeL of 1935. 
Whatever the merits of these reservations, it will not be 
seriously disputed that railways constitute the arteries of 
the economic life of the country and that the economic aspects 
overshadow every other. Again, no one will question the 
reahby aird dangers of community pressure. The fact that 
on less important matters communal and iwovincial jealousies 
are coming to the fore is symptomatic of the difficulties that 
may have to be met. The main solution to all those problems 
wilt be found in ensuring the cominorcial management of 
the Indian railways. This is what has boon attempted in the 
Government of India Act, 1935. 

The Act provides for a new Authority to be set up, called 
the Statutory Railway Authority, consisting of seven members, 
to exercise the executive authority of the Federation in respect of 
‘the regulation and the construction, maintenance, and opera- 
tion of railways.’^ In carrying out their duties the Authority 

‘shall act on business principles, due regard being had by them to the 
interests of agriculture, industry, cottnuerce and the’ general public, and 
in particular shall make proper provision for meeting out of their receipts on 
revenue account all expenditure to whioh such receipts are applicable 
under the provisions of this part of this Aot.’^ ^ 

To obviate the possibility ol sectional interests exerting pressure 
on the administration through the legislature and the re^ 
sponsible minister, provision is made to appoint to the Autho-- . 
rity only those who have had experience in commerce, in- • 

t 

•* Oovomment of India Aofc, 1986, Section 18l fl), 

'■* Ibid., Section 183(1). , ' 
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(lustry, agvicuHnve, finance or administration and to oxolnde 
members of the Foderal or Provinnial Legislatures, those in 
the service of the Crown in India or a railway official in India 
or those who were serving as such within the period of one 
year.*’ Not less tlian three-sevenths of the Authority are to 
bo persons appointed by the Governor-General in his dis- 
cretion and the Governor-General shall in his discretion appoint 
a member of the Authority to be President thereof.® 

In the discharge of their functions, the Authority are to 
be guided by such instructions on questions of policy as may 
be given to them by the Federal Government.’ The danger 
of pressure from the Federal Government is safeguarded against 
by the extensive discretionary powers conferred on the 
Governor- General, and particular emphasis is laid on the 
relations between the Federal Government and the Authority 
— a matter on ivhich rules are to be made by the Governor- 
General ‘exercising his individual judgement but after con- 
sultation with the Authority.’® These provisions indicate the 
nature of the endeavour in the Act to establish a sound or- 
ganization for the administration of Indian railways. 

The criticism of the changes proposed will naturally centre 
round the Statutory Authority. From the nature of the 
developments in other countries the trend, even where private 
enterprise dominates transportation, is to substitute control 
by a public utility trust or a public trusteeship in place of 
direct State operation. The advantages claimed for the 
public .utility trust are that ‘it combines elements of sociali- 
zation with aspects of private management, initiative and 
elasticity, that should be preserved.’® The establishment of 
the Authority therefore appears to be the logical and necessary 
outcome. From the constitutional aspect, railways are given 
autonomous powers within limits of the broad policies to be laid 
down by, the Federal Government. The Federal Government 


® G-overnmenfc of India Act, Eighll: Suliedule. para 2. 

' Ibid , Section 182. 

’ Ibid., Section 183(2). 

" Ibid., Section 184-(1). , r. > 

" Marahall E Dimoock, PMk Utilities and National Dovdofmu-nt, 


p. 303. 
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ai'o flobai'L'ecl from ink'ivstinp, tluimsolvos in -l.he day- 
to-day adminiKtratioii ainl working ol I'tulwayH. frcwumably, 
tlio Siatntcay Antbordy will apjir.ar iicfon' </ho public with 
the annual ostiinains of all Stalo-owncd railways and may 
not bo obliged, as at ])resoiit, to jnstify boforo tlio legislature 
its actions wbon rpiestiom'd. ddiei'c may be no pi'csentation 
of the hudgi't demands under 1 he now regime nor consequently 
any voting on the estimates. The ])i'ol)lom under sneb a 
situation is how bo oiisui'o aeeountaiiility on the part of the 
Authority for the ]iroper discharge of the functions entrusted 
to it. The warning uttered by Acwortb deserves attention. 
The non-political body will neither bo infallible nor impeccable. 

‘Evidently a commission which though composed of individuals personally 
clean-hcanded, is not strong enough to crush attempts at jobbery in its 
neighbourhood may be even worse for the public interest than a Minister 
who uses his patronage for political ends. For the Minister can at least 
bo watched and exposed in Parliament by political opponents, while a 
commission can take shelter under tho cloak of its statutory irrespon- 
sibility.’^® 

These views have been endorsed by others who have 
traversed the same ground. Mr, G, 13. H. Cole in his dis- 
cussion of public control of industiy observes that a body 
of commissioners must he « 

‘really responsible, not merely in a nominal sense to Parliament which 
sanctions their appointment, but to some public authority capable of co- 
ordinating their several activities, and defining for them tho general oouise 
of policy which, as administrators, they are called upon to pursue Tho 
system of independent commissioners is apt to work badly now, precisely 
because no such coordinating authority exists. They aro in effect irre- 
sponsible ; and the control of policy, which is not their job, as well as tho 
control of administration, which is, rests in their hands Parliament, in 
setting up the commi.ssion, gives it certain powers and prescribes certain 
functions and lines of policy. But, when once the commissioners are in 
being, they are left without any effoojiive subsequent direction, save that 
spasmodic parliamentary - intervention which does more ..harm than 
good.’^^ 

W. M. Acworth, Historical JSkelcJi of Stale Railway Ownership, p. 90. 
u a, D. H. Cole, The Ne.n Ten, Tears in British Soaml and Economic PoUcij, 

p. 186. . . 
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Dl'. Dinicock in his study of British imblic utilities is even 
more critical of tho commission principle : 

‘As a rosuUi of oxpoiiciico, it may bo found that tho public utility trust 
is too far reuiovod from Paiiiaincut to bo effcctiyely criticised and con- 
ii'olled 111 matters relating to important financial and labour policies This 
iorni of organl/.atioii is exposed to the pressure of interest groups, with 
the result that log-rolling and personal influonce are hard to avoid. An 
appointed body, with no constituoiioy to lyhieh it la effectively re.spoii,yiblo, 
will bo in danger of a dulled sensitiveness to public needs unless it is honestly 
and carefully oliosoii. Salarie.s, fees, and overhead costs that the average 
person would oonsider too high cannot bo effectively prevented. More- 
over, tho creation of public boards all of which possess important difforeiicc.s, 
may render the processes of popular control .so complex and indirect that 
real responsibility will be lost. The AmorLcan system of independent 
commissions suffers from this defect Tho London Passenger Transport 
Bpard appears to he e.specially .subject to this possible woalrnoss. Great 
Britain should hesitate a long time before seriously vitiating her most 
valuable constitutional principle — real responsibility for power bestowed 
by pubho authority. 

Rt. Hon. Herbert Morrison, who was Minister of Trans- 
port in tho second Labour Goyerumeni, referring to the organ- 
ization for the management of London Transiport, stated : 

‘It- must be a pubho body ; there must be public accountability of an 
appropriate form or forms , . . it must have a social conscience, a corporate 
spirit and a public purpose ; the legitimate rights of the con.sumer must 
bo safeguarded ; so also must those of labom’ in tho industry 

» Tire limitations imposed on the future Federal Govern- 
ment of India and the legislature to pfeclude political in- 
fluence take out of the picture the two agencies which normally 
enforce accountability. It is the existence of this prineipal de- 
fect which explains why, constitutionally speaking, the guaran- 
tee for efficient administration should be sought through the 
constitution of a tribunal with power of impartial review ol 
the work of the independent Authority for the management 
of railways. The need for this is underlined by the oeonomie 
aspects. After all, the questions ^of status, autonomy, etc., 
are secondai’y to the chief end for which transportation is 

“ Dimoook, op. oit„ p. 803. * 

« Rt. Hon. Herbert Morrison, Soaialisation and Transport, p. U8. 
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uudortakon, uamoly, that i)f mooting ihc^ iii’an,s])ort voquiro- 
iiionts of tlio ixatioa with oCtioioiicy and ecoiiomy and at reason- 
able and just rates.' The ^iroposca! Authority will, it may be 
assumed, ondoavour to do this to tlu' host of their ability, 
but human nature being what it is, iihe responsibilities of an 
undertaking of continental dimensions may prove too great 
for this agency to attain the ideal. The average user must 
have some means of safeguarding his interests, ventilating 
his grievances and getting them redressed. The position 
of the ti’ader in other countries is better protected. The 
Interstate Commerce Commission and the State Railroad 
Commissions in the United States, tlie Board of Transport 
Commissioners in Canada, and the Railway Rates Tribunal 
in Great Britain constitute sufficient guarantees that the 
interests of the users are taken care of satisfactorily. The 
provisions of the Government of India Act, 1935, have not 
developed a proper counterpart in the Rates Advisory Com- 
mittee. The existing defects of that body are likely to be accen- 
tuated under the new scheme. The mere superimposition of 
a Statutory Railway Authority is not going to change every- 
thing. The Railway Board presumably will coptinue to 
function much the same as at present. The Statutory Autho- 
rity thus amount to a buffer between the Federal Govern- 
ment and the executive administration of the railways. The 
present shortcomings, despite the control exercised by the 
legislature, are likely to be magnified by the recession of rail- 
ways from the field of public scrutiny. This insulation of 
railways and the absence of an effective machinery to afford 
relief to the public render more difficult the task of railways 
in adapting their means to the nation’s transport demands. 
Apart from such complaints which have been the subject 
of organized publicity as the wagon problem, coal freights, 
etc., there are bound to be many more of less publicity value, 
though not .necessarily of less economic significance. It is 
from this point of view that the incorporation of the current 
procedure regarding the Rates Committee is to be deemed 
unforbunafce. The original intention of transforming the com* 
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mittoe into a tribunal, as in Groat Britain, received the support of 
such practical and experienced railwaymen as the late Sir 
Cleuient Hindloy. When the pro])osal for the revision of tlio 
Indian Railways Act was mooted, there was sticking unanimity 
of o])inion among the Chainhcrs of Commerce in the demand 
for a tribunal. The failure to explore the po.s.sibiUties of 
some such institution in connexion with the constitution of 
the new railway organization appears to ho the most serious 
omission in the Act. 


The Act has also failed to take into account the adminis- 
tration of railways with reference to other types of transport. 
The emergence of road motor transport causing a large-scale 
diversion of traffic from rail to road has raised a now problem. 
The competition railways have experienced is not conliued 
to the road. The striking progress of commercial aviation 
in recent times, as shown by the over -increasing traffic handled, 
provides another factor. Developments during the World 
War IX have extended considerably the scope for commercial 
aviation and therefore for post-war competition. Railways 
have lost their monopoly position and Xiave to seek their 
traffic in what has become a competitive market. It is not 
merely a case of competition and loss of traffic. There are 
other questions raised, such as. the relative distribution of 
overt or disguised subsidy to the different types of transport, 
and railways often point to the differential situation in which 
they find themselves as compared with road transport, whicli 
has no responsibilities for the construction and maintenance 
of roads. The implications of transport competition and the 
policy to be adopted in comiexiou thei-ewith have been neatly 
summed up by the late Joseph B. Eastman as Federal Co- 
ordinator of Transportation, in his report to the Congress : 


‘The ultimate objective is. of course, a system of transportation for the 
Nation which will supply the most efficient means of transport and furnis 
service as cheaply as is consistent with fair treatment of laboui- and with 
earnings which will support adequate credit and the ability to expand 
as need develops and to take advantage of .11 improvements m the art 
This system of transportation muslt be m the hands o ic la e 
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rortpnnsihlo oix'i'iilidi'rt whosi- (.'liium’ri Inr ncivici' will be known, ili'jiendiiblo, 
and reasonable and Iroe Imilu uiiiiinI. di.M'i muii.ition. 

To atiUin tins ohji el.ive, il, is <lcnr that Ihi-ro inusli be Honie centralized 
control wdiich will concern ilscll wHli pl.uimne and pievcniion as wa-Il aa 
with the. cure of evils after they , in.se. It must di'a.l with the future pro- 
vision of new faoilitic.s, wit.h the piopcr coordinatiion of tJiose which exist, 
and witli the. development of sound gencial jiolicies afledine both service 
and rato,s ; prevent nnuecessary duplic.a.tion and w.istc , promote the use 
of each agouoy of transportation, in cOopeiM,tion wd.h the others, primarily 
in the service to wdiicli it i.s oconomieally best adaiitcd ; cheek the forms 
of endle.ss ohaiii rate cutting or service promotion which have come to 
be known as destructive competition, and protect the public against 
unreasonable charges and unjust discrimination. 

As a further part of this work of ]ilainiiug. provontion and coordination, 
attention must be given to pubho as well as privaic expoiiditnrc.s, and to 
the extent to which various forms of transportation arc, through siucli 
public expenditures or otherwise, in effect subsidised by Government. 

‘ It ia conceivable that such aiibsidio.a may in .some .situations be justified, 
and also that where they have been granted in the past it may bo m- 
praoticahlo to rectify the situation now ; but certainly wo should know 
what has lieon and is being done in this resjiect, correct all conditions 
which are unjust and capable of corroctioii, and understand the coiise- 
quencos of what may be done for the future.’^'* 

The most important feature in current discussions on 
the subject of transport competition is the unanimity of opinion 
in favour of a national agency invested with power to control 
and coordinate all forms of transport. The pressure of eco- 
nomic forces has impaired the individuality of each type of 
carrier and it has become impossible for one form of transport* 
to resist influences coming from others. Emphasis is now 
placed on transportation rather than on the particular carrier 
which undertakes it. ‘The primary requirement,’ as Mr. 
Harold G. Moulton and his associates of the Brookings In- 
stitution observe, ‘is that traffic actually move by the parti- 
cular transport agency or agencies which can carry it, all 
elements of cost considered, in the most economical apd ser- 
viceable way.’^® Such a treatment implies two things ; an 


1* Beport of the Federal Cooi'dinalor of Transportation, 1934, 30 January 1986, 
pp. 8-9. " 

w Harold G. Moulton and others, Tha Amerioan Transportation Problem, p. 881. 
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economic ]>arity for all forms of transport and a properly 
integrated national transport system. The State whoso inter- 
cession is sought to protect railways from the elTects of un- 
restricted competition has to make sure that its intervention 
will not delay the natural process of adaptation to the more 
ofticiont means. A wise govornment in a time of change, 
as has been rightly pointed out, will seek to minimise 
the losses due to transition. It should of itself interpose no 
obstacles to the choice of effective machinery or to the partial 
or entire elimination of the unfit. 

The setting up of a national authority will provide the 
machinery to apply the principles stated above and ensure 
that the transport organization of the country will render 
efficiently and economically the service required. The present 
situation calls for the creation of a controlling authority to 
wold the different types of transport into an organic entity 
capable of meeting the nation’s demands, minimising ultimate 
real costs and bringing about a gradual transition to specialized 
operation. Only a properly constituted national authority 
can shoulder those tasks satisfactorily. 

This brief discussion on transport policy indicates the 
character of the policy required to meet present conditions 
in India. Before considering fche measures to solve our prob- 
lems, howovei', reference may be made to certain special features 
of the transport situation. Thanks to the time lag arising from 
a delayed economic development the position in India has not 
become so acute as in some countries. But forces have been 
operating in the same direction and compelling closer attention 
than before bo transport problems. The data released in 
the thirties by the Mitchell-Kirkness Report, the Road- 
Rail Conferences, the Road Development Conference, and 
the reports of the railways themselves, indicate that Indian 
railways ‘experienced on a smaller scale the difficulties mot 
with in other countries. With the expansion of air and road 
transport the immediate future holds revolutionary changes 
in the system of communications. The iiroblom thus oalis 
for the establishment oJf an administrative and regulatory 
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macMnery in antieipai.ion of thcso ([(^volopnicnts. There is 
always frictioii tn iegisla.l.ion t.i-ying to ovortalto economic 
changes from ])i-os.sur(^ gn)ui)s aiul vc'stcd iatcrosts depending 
on tho maintnnaiu ‘,0 of (ho .sd(/n.s’ quo. Tlio socdal costs in 
countering opposition already oncouragod liy these interests 
—the fall from (he optimmn iinavmuhible lu coinproiniso and 
the waste of endeavour in attempting to circinnvont diffi- 
culties thus engendered — ■indicate how much there is to be 
gained from preparation made in advance to meet ilio changes 
that are impending. 

Prom this point of view the attempt in tho Government 
of India Act, 1935, to deal with the railway problem alone 
to the exclusion of other forms of transport is short-sighted. 
It ignores the dynamics of the ti'ansport situation in which 
competing carriers with their gradual organization are likely 
to intensify the difficulties for railways. A Federal or Central 
Authority empowered to deal with the practices and policies 
of all forms of transport seems to bo an inevitable concomitant 
of these transport developments. The only satisfactory plan 
in the circumstances is the establishment of a National Trairs- 
port Authority to deal with all forms of transport in place 
of the contemplated Statutory Railway Authority. Tho rail- 
ways will acquire rather than lose importance. With their 
elaborate organization and experience of decades with complex 
problems of large-scale transport and regulation, they would 
bring to such an authority technical experience, qualities 
and judgement not easily available in this country. Only a 
Transport Authority on this basis dealing with all the carriers 
can ensure the elimination of sectional pressure on railways 
and other forms of transport. 

There is yet another que.stion raised by the extension of 
provincial autonomy. Roads and road development, accord- 
ing to the legislative lists, are xmder the direct control of 
the provinces. The provincial psychology needs to be appre- 
ciated. The average citizen in the province feels that roads 
and road carriers are within the orbit of his influence. He 
knows that ho could, by proper pressure, get the roads con- 
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structed and make tlie road carriers conform to his require- 
ments. The Motor Vehicles Act, 1939, which socks to bring 
about uniformity of standards and practices in the provinces 
is administered by Provincial G-overnments. He feels, there- 
fore, that road transport is amenable to his influence and in 
greater accord with his immediate local demands and limi- 
tations than a railway which owes allegiance to a Federal 
Authority, situated probably far from his province. Railway 
administrations obey the behests of this authority, but the 
road transport undertakings must be prepared to please him 
if they expect his patronage and business. Any future proposal 
to bring road transport under the jurisdiction of a Federal 
agency may meet with opposition, even resentment. Besides 
the possibility of antagonizing provincial opinion. Provincial 
Governments themselves may not be keen on parting with 
their control of the roads in favour of central control. The 
omission to take these factors into account in the Government 
of India Act, 1935, is therefore likely to create difficult situa- 
tions before long. 

The immediate future appears to be one of more intensive 
development of roads. The program is likely to bear the 
impress of centra] planning with emphasis laid on national 
rather than provincial requirements. Some kind of central 
control appears to be unavoidable in view of w^er-provincial 
as distinguished from wiro-provincial traffic and of its co- 
ordination with rail transport. A National Transport Autho- 
rity is obviously the. agency which can -take over this 
responsibility. To the existing Railway Board may be added 
three other boards under the Transport Authority for road, 
air, and water transport. The general relation of the Autho- 
rity to these boards will be the same as that to the Railway 
Board. The Railway Board controlling the State-owned rail- 
ways will constitute a .single centralized executive organization 
for rail transport. The executive administration for roads 
and inland water transport may have to be shared between the 
Government of India and the Provincial Governments. A 
central control is necessary for air and marine transport. 


67-1614B 
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If tho (lovolopnient« ouliined in tiiOFio pivragraplis are 
feasible, the constitution (>[' the Itailwny fbites Advisory Com- 
mittee must bo overhauled. The neiul to ti’unsform this body 
into a tribunal has alrcanly ()e(in .sf-ated. \Vdt]) the ineroasing 
importance of competing (;aiTiers, ihe int-erests of users will 
need to be protected in tin' matter of I'ati's, scu'viee and facilities. 
The ideas of reasonabI(Mies,s in these c-ases will have to be 
related to those on the railways. In view of the considerations 
set forth above it will be an advantage to reconstitute the 
oommittco into a tribunal to deal with disputes arising in 
connexion with all forms of transport. The analogy of the 
Canadian Board of Transport Commissioners snpjdies an 
instructive example to this country. But in view of the 
transport systems of Indian Stateff also coming into the picture 
in the Federation, the tiihunal may find it profitable to follow 
the procedure of the American Interstate Commerce Com- 
mission in the adjudication of disputes in connexion with 
inter-provinoial-iStoie traffic. 

Conditions in India are different from those in other coun- 
tries where transport facilities have exceeded demand. In 
contrast with the situation in Europe and America, we still 
look forward to further development of both railway and 
other forms of transport. The danger of losses due to economic 
mistakes becomes therefore all the more real. The Mitchell- 
Kirkness report revealed how railway facilities were rendered 
redundant - owing to road motor competition as a result of 
parallel alignment of the two routes. Such risks are parti- 
cularly great during a period of economic development and 
expansion. Hence the need to , think in terms of national 
requirements, rather than in terms of each transport enter- 
prise. A cautious policy is all the more necessary in a large 
country like India with general poverty all round and with 
limited reserves of capital to be risked in expensive experi- 
mentation, particularly at a time when growing industries 
need all the financial resources available. Planning for national 
transport is necessary /or a country of vast proportions t6 
meet the claims of different ‘provinces and localities in order 
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of iheir relativ'e iinporianc© in tho nation’s oconomy. Thero 
are considerable difforonoos between one province and another 
as regards railway and road milages. These inequalities 
have to be rectified according to the requirements of each 
province after a comprehensive survey of the present and 
prospective transport needs of the country and of the facilities 
to meet the demand. A Transport Authority representative 
of all the intei’ests concerned will be indispensable for carrying 
out the programs of development in accordance therewith. 

RAILWAY REGROUPING AND AMALGAMATION 

While a National Transport Authority is the obvious agency 
to deal effectively with the larger questions of transport policy 
and competition, its success would be limited by the efficiency 
of the internal organization of each form of transport. Rail- 
ways, tho most well-organized of all forms of transport in 
India, suffer from two features which are likely to hamper 
their ability to meet national requirements with the maximum 
economy in social costs. One is the comparatively small 
size of the Indian railways ; and the other is the uncertain 
financial autonomy enjoyed by them. 

The relatively small size of the Indian railway systems 
has attracted tho attention of most of the committees which 
have dealt with railway finance since 1920. This is not sur- 
prising as many foreign railways, as shown in the accom. 
panying table, operate a total milage much larger than that 
worked by most of the Indian railway systems. The fact 
that with the exception of the North Western, all the other 
lines have a route milage substantially less than that of many 
foreign railways makes out a prima facie case in favour of 
railway .amalgamations in India. The present systems have 
retained . their integrity as separate systems owing to the 
special conditions under which railway development was 
encouraged in tho past. The contractual rights of the guaran- 
teed companies whioh managed the majority of the lines 
in the past favoured their continuance as separate systems. 
But this need not have stood in the way of regrouping of the 
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COMPARATIVE MILAOE OE RAILWAY SYSTEMS (li):!7)>' 


TTorcigii railways 

Milaoe 

Indian lailways 

Milage 

Loudon Midland As Scotlish 

l),.S!)4 

A 11 1 

i,;i0(i 

London & North Eastorn 

(3, ,172 

11. &N W 1 

2,108 

Now York Coiitral 

ii,:U4 

11 N 

:i,3!)2 

Pennaylvania 

m,70,s 

11 11 AC 1 

:i,512 

Chicago Milwaukee, St, Paul & Pacilic 

ll.OiiJ 

Rurnui 

2,060 

Atchison, 'Topeka & Santa Ee 

Ri,')!! 

E B i- 

2,010 

Baltimore and Oluo§ 


E J 

4,391 

Van Sweriugcii§ 

■28,411 

G 4 P. 

:i,727 

Southern Pacific§ 

14,485 

Jodhpin 

1,055 

Canadian Pacific 

17 , 22 ;] 

M & S M 

3 , 2:10 

Canadian National 

2:1,707 

N.AV 

6,940 

New South Wales 

0,124 

Il.&K 1 

570 

Quoen.sland 

0,.507 

S,I 

2,532 

South African 

1:1,620 



German State 

3:1,878 



Italian State 

10,540 



Japanese State 

10,890 




* The flgiit’es for foraiga railways taken from offieial sources, 
j The A B. was merged m the E B. m 19-11 as stated m tlio to’ct 
\ After acquisition by the State in 1943, tlio B.&N VV mid R.&EC. wore oombinod 
to form the present Ouclli & Tirhuot Railway. 

§ Dr. W. M. IV Splawn’h figiiras on tlio basis of .stock ownersliip, takon from 
D. JPbilip LookUn’s, Econonuca of Transporlatwn, p. 85-(i 


different railways to form lai'gor adniinistrativu units. .The 
Acworth Committee, with the Blitish experiment fresh in 
their .minds, suggested the creation of throe divisions, the 
Western, Eastern and Soutliorn.^® The Tnoheape Committee 
appeared to favour the creation of five groups.^'’’ A decade 
later the idea of amalgamation was approvingly referred to 
by the Wedgwood Committee,’-® who contemplated the absorp- 
tion of the Assam Bengal into the Eastern Bengal— carried 
out in 1941 to form the present Bengal Assam — and of the 
Madras and Southern Mahratta into the South Indian when 


i« Acworth Oonmiittee Report, p 4 In The Western division would include the O I.P , 
B.B.&.O.I., N.W , and Jodhpur-Bikanar Railwaj's together with the ports and the branch 
and feeder railways in their area 5 the Eastern division would include the E.I , O.&R , 
B.&N.W., B.&K., A.B., B.N., andE.B. Railways together with ports and local railways 
as above j and the Southern division woidd molude the M.&S.M., S.I.. H.E.H.Nizain’a 
end Burma Railways together with ports and local railways as above. 

According to S, C. Ghosh, tlie group.'! were : the Southern group, consisting of 
the M.&S.M. and S T. ; the Wostom group, consisting of the G.T.P. and B.B.&O.I. ; 
the Eastern group consisting of the E T.{aml O.&B.), B.N. and E.B.(B.G.) ; the Northorn 
group consisUng of the N.W. ; and the Trans-Ganges group consisting of the B.&N.W. 
(including Tirhoot), E_.B,{M.G,), A.B. and Jh.&K.~Indian Railway Problems, p. 177. 

The Pope Committee also wferrod to the question of amalgamation. For the views 
of the Wedgwood Committee on the subject of amalgamation, see the Report, Chapter 
Xni, pp. liS-22. 
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their coutracts expired. The program of regroiiijing and 
amalgamation need xrot have awaited the normal termination 
of the contj'acts of all the companies in view of the British 
experience of reorganizing the twenty-seven constituent and 
ninety-seven subsidiary companies with their thousands of 
shareholders to form the four main-line systems. The diffi- 
culties could not be greater in India with the State holding 
the preponderating share and the companies having only a 
fractional interest in the property. 

The compelling motive for amalgamation is the same as 
that observed in other industries : the elimination of what, 
in the aggregate, amounts to a considerable waste nnavoidablo 
in a multitude of small undertakings. The substitution of a 
single management to control several railways indopenrlently 
operated previously leads to large-scale economies. By cutting 
down the duplication of administrative offices, passenger 
terminals, goods sheds and marshalling yards at all important 
termini, a substantial amount of expenditure may be saved. 
The existence of separate managements calls for the apportion- 
ment of trackage rights, joint station facilities and other inter- 
railway arrangements entailing an elaborate and expensive 
system of accounting and a fertile source of disputes and 
interminable negotiations. All these are rendered unnecessary 
by placing the railways concerned under a unified manage- 
ment. These considerations have led to consolidation of rail- 
way systems in other countries. Within the last quarter of 
a century the movement towards unification has gained strength. 
In 1938 pre-war France effected the consolidation of ’the two 
State railways and five main line companies into a single or- 
ganization under La Societe Nationale Chemins de Fer Francais. 
The question of combining the Canadian Pacific and the Cana- 
dian ISlational has aroused considerable iutei’est in the Dominion. 
■The Transportation Act, 1920, and later legislation in the 
United States have also accepted the principle of consolidation 
as a definite policy to be encouraged among American 
railways. A second motive for favouring a larger system is 
that the improved financial stability of the combined 
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organization would stand tlio strain of com petition moro 
successfully. 

'■fhoro are additional argianonts in favour of railway re- 
grouping ill India. Under the preseni. system, each railway, 
though State-owned, uatuj'ally tends to look to its iinancial 
interest alone, ignoring tire larger interests of tlio country. 
The result has been the impossibdity of devising a telescopic 
rating system on continuous milage and the extraordinarily 
individualistic tariff structures, as already I'eierrod to. A 
regrouping of the linos into a smaller number of financially 
self-supporting systems calculated not only to lead to large 
savings and eliminate the wastes and anomalies in the present 
system, but also to render each group moro responsible for 
the operating results. The ’ starvation of certain systems 
from capital improvements because they cannot pay theh’ 
way and extravagance on the others because, serving eco- 
nomically richer regions, they can always show some profits, 
will be corrected. Looking further ahead, railways will have 
to continue to improve their ocpiipment and service.s, such, 
as through the use of light-weight stock, low-alloy steels, 
now types of carriages and other products of scientific develop- 
ments, which contribute to the improvement of facilities, 
decrease of costs and reduction in rates, and thns fortify them- 
selves in the competitive struggle with road and air transport. 
The consolidation of railways will help them to carry out these 
measures effeotively. In view of the consummation of com- 
plete state management of railways, the process of amalgama- 
tion laresents fewer difficulties than might have appeared 
twenty years ago. 

3?INAJrOIAIj AUTONOMY UNDER THE RAILWAY CONVENTION 

The record of State management of railways since 1924 
has justified the wisdom of the policy underlying the Separation 
Convention. The grant of financial autonomy to railways, 
permitting them to manage, their affairs as best they could 
subject to the obligations to the State being mot — ^in respect 
of the capital provided— not only enabled them to carry out 
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a isystomatic and continuous program of expansion and im- 
provements, but also to keep off political interference in the 
details of administration. But tlie main reason for the adop- 
tion of the convention was the fact that railways could not 
hope to get a square deal so long as they were dependent on 
the Finance Member and the vicissitudes of general finance. 
The separation of railway finance was meant to meet this 
criticism. The arrangement, as we have seen, worked satis- 
factorily till 1931, but since that year, though the forms have 
been observed, the financial autonomy of railways has ceased to 
exist. The attempted cancellation of the loans from the depre- 
ciation fund, the resort to the moratoria and the general policy of 
Government during the thirties paid scant respect to the prin- 
ciples of the convention. The separation of finance amounted 
to hardly more than a mere separation of the railway estimates 
and not the financial autonomy it was supposed to represent. 
The Finance Member, not the Railway Member, had the final 
word on the financial policy of the State-owned railways. 

It is thus clear that the convention failed to achieve the 
principal object for which it was adopted. The fact that 
the 'present arrangements rest only on a convention between 
the Assembly and the Government has exposed it to changes 
dictated by the exigencies of national finance, by expediency 
rather than principle. The constitutional position was not 
unfavourable to its successful working, for there could bo 
no question of any party in power reversing the policy to 
serve any political interest. If the bureaucratic machinery 
of the Government of India, entirely free from the influence 
of pressure groups, could not resist the temptation of weaken- 
ing the authority of the convention, the danger in the future 
with a Government dominated by important political groups 
in the country is even greater. The incorporation of the 
provisions of the convention in the Railways Act will afford 
a more effective safeguard to railways against similar inter- 
ference on the part of Government in future. 

The provisions of the convention also require revision. 
Tho worldng of the present convention was intended to be 
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roviowod aftei' three years but oil one gi'ound or anotlicr the 
question has been postponed From ihne to timed*’ It was 
taken np again in 1046 in earnest, but unFoitunatoly the 
investigations required ni eonuexion tluirewith could not be 
undertaken under war-time c-onditions, ami oonsideraition of all 
matters connected with the revision, witli thc^ solitary exception 
of the change in respect of the distribution of the surplus, had 
again to be abandoned for the duration.-'* As a comprehensive 
review of all questions connected with the convention may be 
expected early in 1946, wo may call attention to certain short- 
comings bending to weaken the jiresont basis of railway finance. 
Among the various suggestions offered in tlio previous pages 
the most important is the fixation of the liability for the pay- 
ment of the interest charges on each railway administration. 
We have already seen the consequences of its omission on rail- 
way finance during 1924-37. A groiqiing of railways, however, 
has to be effected as an essential preliminary step before the 
obligation is ascertained, and imposed. When each system 
is assured of an adequate standard of net earnings, this 
obligation will not impose, as it does at present on some 
railways, an undue burden. 

The payment of contributions to the State raises other 
important issues. It has been questioned on grounds of 
principle. The Acworth Committee, without wishing to ex- 
press a positive opinion, stated their view that ‘the only pay- 
ment by the railways to the general exchequer should be the 
interest at a fixed rate on the capital advanced. But the 
gain to the State from its railways since 1905 had become so 
regular a feature as to be treated as an important source of 
revenue. The question of the payment to Government has 
cropped up again and again on occasions when railway and 

A committee of the Central Assembly was aotually appointed in 1928, but owing 
to elections coming m, they became fnnotus ojfiow. The question was mdetinitoly post- 
poned on, aeooimt of constitutional diseuasions in the following years. 

21 The appointment of the Railway Convention Committee daring the Budget session 
1943 to examine tho question of revising the terms of the convention is not referred to 
in the text. It arose out of tho decision of Glovernment to increase the share of surplus 
to the general revenues to Ra. 20 of ores and still higher figures since 1942. Although, 
these devolopmonts do not come witjiin the scope of the present work, it may be observed 
that they confirm tho oonoluaions reached in tho text, 

S’- Aoivorth OommUtee Report, para 76, p. 33. ' 
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general finances were alike adversely affected, and it was 
argued, as did the Hailey Committee, that it would be imprac- 
ticable to replace the railway source of revenue if surrendered 
for railway purposes. The same view was taken by the 
Meston Settlement, the Layton Iteport, the Round Table 
Conference and the Niemeyer formula. 

The justification for the extra payment, if needed, proceeds 
on the basis that it is only fair that the present surpluses of 
railways should be applied to reimburse the taxpayer for the 
losses borne by him on railway account in the past. Again 
it may be argued that the State, as the proprietor of the rail- 
ways and as the provider of their capital may surely ask for 
a share in the profits earned by thorn. It is not necessary 
for us to stop to examine whether it is right to discriminate 
between the taxpayer as the user of rail transport and the 
user as the taxpayer, or whether, from tho point of view of 
the community as a whole, the choice, barring the incidence, 
matters very much — the choice between some taxation of 
railways and some on other items, and no taxatioTi on railways 
and increased taxation on other items. It is, of course, sounder 
policy to have cheaper transpoi't even at the cost of increased 
general taxation. 

The practice in certain foreign countries lends support 
to the claim of the Government of India. Whore railways 
are private undertakings, corporation income taxes or local 
rates are levied. In 1937, the Arnerican railways paid 7 9 
per cent of their total gross income to the Federal Govern- 
ment. In Great Britain the burden of taxation on railways 
has been a complaint of long standing. On the French and 
Italian railways there wore before the World War TI special 
taxes on tho transport of passengers, luggage and goods. 
German railways used to pay a contribution of Rm 70 million 
to the State even in years of deficits.®^ 

The danger of the State appropriating, as it did in the 
past, too large a proportion of the surplus earnings and leaving 

For further mforination, aeo ‘Charges on operatmg income’ by tho present writer, 
Rmhoay Aocoimta & Finance, Vol, IV, pp. 216-3'^ 
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too little for tho essential roquiroments of railways was once 
and for all roinovod by tho convention. Tfio institution of 
the depreciation fund, tlio ])ro vision for a rosorvo fund, and 
other financial rfifinouionts had tho ofioct of narrowing tho 
margin of tho distributable surplus, and when all tho Uigibimato 
charges on tho not income have boon mot, tho ease for pay- 
ment to tho State of a share of tho rosidue is strongthoned. 
But the suspension of tho contrihution for six years continn- 
onsly and the balancing of the gouoral budget during the 
depression period disproved the view that it was an irreplaceable 
source of revenue. This fact, combined with tho uncertain 
future as it appeared in 1937, led the Wedgwood Committee 
to argue that ‘the railways, while they should bo expected 
to maintain full solvency, should not he regarded as a possible 
source from which contributions to the general revenue might 
be derived.’^’’ The prospect of an early return to the pre- 
depression levels appeared remote and the outlook was too 
dismal for any other decision to be adopted. But the pessi- 
mism was effectively dispelled by the spectacular, albeit war- 
time, increases, which enabled tho full discharge of the jiast 
liabilities and substantial payments to the State. Tho growing 
demands on public income, central and provincial, render 
the abandonment of any existing source of revenue difficult. 
The idea of the contribution from tho railways is thus too 
deeply entrenched in the financial system of the country to 
be given up. 

The rate of contribution according to the terms of the 
convention — one per cent of capital — was considered fair at' 
the time it was fixed. It was only during the period of the 
deficits that the equity of this payment was questioned. The 
continued decline in the average rate of interest since 1931 
has yielded some relief to railways. The total payment taking 
tho interest charges and the contribution together compares 
favourably with the standard return assumed in the British 
Railways Act, and the ‘fair return’ referred to in tho American 

Wedqwood Oomtmllee Ueport, para 213, p. 129. 
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Transporiatioii Aci, 1920.^^ But tlie precise rate of con- 
tribution should not create auy difficulty and could, if ex- 
cessive, be reduced. The Government of India Act, 1935, 
has left it to be reviewed from time to time by the Federal 
Government. But too frequent a variation should be 
avoided as being undesirable both for railway and general 
finance. 

It appears to b^ necessary to include the contribution 
also as a definite liability on each railway system as regrouped. 
This will offer each system the minimum standard of operat- 
ing results to which it will have to conform. The task of 
the controlling authority in enforcing it will also be less diffi- 
cult. When these systems manage their affairs satisfactorily, 
meeting all their expenses, interest charges and contribution, 
there will arise hardly any occasion for the State to disturb 
the arrangements designed to confer financial responsibility 
on the State-owned railways. The enlarged systems with 
their improved financial stability will be free to strive for 
increased efficiency and to initiate reforms which cannot be 
undertaken now on financial and other grounds. The rail- 
ways will then have a real incentive not only to maintain the 
standard but also to improve upon their unique record in the 
past as the principal inland transport undertaking in the 
country. 


54 According to the decisions of the Interstate Commor^e Commisaion, the ‘fair return’ 
has vawed from 6 to 7 per cant. 

55 Government of India Act, 1936, Section 186(3). For a fuller -diaoussion of the 
subject Of tho contribution, see ‘Federal Finauco and the FutUre of Railway Contri- 
butions’ by the present writer, Bailway Acoounts db Finance, Vol. IV, pp. 66-77. 




Appendix A 

RESOLUriON ON I’HE SEPARATION OE RAILWAY FINANCE 

Tho text of the vosolutioii on tlie separation ol railway from genera) financeSj 
adopted by tlie Legislative Assembly on 20 September 1924, is as follows : 

Tins Assomlily recommends to the Govornor-6enoral-in-Counoil that in oi'dor 
to relieve tho general budget from the violent fluctuatiom caused by the 
incorporation tlioroin ol the railway estimates and to enable railways to carry 
out a oontmuous railway pobey based on the necessity of making a defiiute 
rotui n to general revenues on the money oxpeudod by the State on Railways 

(1 ) The railway finances shall be separated from the general finances of the 
country and the general revemics shall receive a definite annual contribution 
from railways which shall be the first charge on the not receipts of railways. 

(2) The contribution shall bo based on tho cax^ital at charge and work- 
ing results of commercial lines, and shall be a sum equal to one per cent 
on tho capital at charge of coimncrcial lines (excluding capital contributed 
by companies and Indian States) at the end of the' penultimate financial 
year plus one-fifth of any surplus profits remaming after payment of this 
fixed return, subject to the condition that, if in any year railway revenues are 
insufficient to jirovide the percentage of one per cent on the capital at charge 
surplus profits in the next or subsequent years will not be deemed to have 
accrued for purposes of cbvision until such deficiency bas been made good. 

The interest on the capital at charge of, and the loss in woikmg, strategic 
lines shall be borne by general revenues and shall consequently be deducted 
from the contribution so calculated in order to arrive at the net amount 
payable from railway to general revenues each year. 

(8) Any surplus remaining after this payment to general revenues shall 
be transferred to a railway reserve ; provided that if the amount available 
for transfer to the railway reserve exceeds in any year three crores of rupees 
only two-thirds of the excess over three crores shall be transferred to the 
railway reserve and the remaining one-thb'd shall accrue to general revenues. 

(4) Tho railway reserve shall be used to secure tho payment of the 
annual contribution to general revenues , to provide, if necessary, for 
arrears of depreciation and for writing down and wilting off capital ; and 
bo strengthen the financial position of railways m order that the services 
rendered to the pubhc may be improved and rates may he reduced. 

(5) The railway administration shall be entitled, subject to such con- 
ditions as may be proscribed by the Government of India, to bon’ow tem- 
porarily from the capital or from the raserves for the purpose of meeting 
expenditure for which there is no provision or insufficient provision in tho 
revenue budget subject to the obligation to- make repayment of such borrow- 
ings out of the revenue budgets of subsequent years. 

(6) A Standing Einance Committee for Railway.s shall be constituted 
consisting of one nominated official member of the Legislative Assembly 
who should be chairman and eleven members elected by the Legislative 
Assembly from their body. The members of tho Standing Einanco Com- 
mittee for Railways shall he ex-officio members ol the Central Advisory 
Council, which shall consist, in addition, of not more than one further 
nominated official member, six non-official members .selected from a panel 
of eight elected by tho Council of State from their body and six non-official 
members selected from a panel of eight elected by the Legislative Assembly 
from their body. 

The Railway Department shall place the estimate of railway expendi- 
ture before the Standing , Finance Committee for Railways on some date 
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prior to the date for the discussion ol tlie demand for grants for railways 
and shall, as far as jiossihle, instead ot the evpendit me i)roirr,im revemio 
show the. expenditure under a clopreciation Iniid eieated as ]iei the now 
rules for charge t.o oa])ital and revenue 

(7) 'Phe railway Imdgot shall he jireseiiled to the Legislative Asseinhly 
it ])Ossiblo in advaneo ol th(‘ general hiidgel and sejmrat.t' da.ys shall he 
allotted for its discussion, and the Ahuuher in charge ol Railways shall then 
make a gonoral statement on ra,ihvay aeeoimts and working d’he ox- 
ponditiiro proposed in the railway budget, iiicludmg exjioiKlitiire from 
the depreciation fund and the railwaj'- reseiwm, shall be pl,iee(l hetore the 
Legislative Assembly in the form of demands lor grants. 'Phe form the 
budget shall take after separation, the detail it shall give and the nunihei' 
of demands for grants into which the total vote shall he divided shall bo 
considered by the Railway Board in consultation witli the proposed Stand- 
ing Tfinaiico Committee for Railways with a view to the mtrorluclion of 
improveineuks in time for the uovt budget, if possible. 

(8) Those arrangements shall be subjected to periodic revision but 
shall be provisionally tried lor at least throe years. 

(9) In view of the fact that the A.ssembly adheres to the resolution passed 
in February 1923, in favour of state management of liidiaii railwrays, these 
arrangements shall hold good only so long as the East Indian Railway 
and the Great Indian Peninsula Railway and existing state-managed rail- 
ways remain under state management. Ihit if in s])ite of the Assembly’s 
resolution above referred to Government .should enter on any negotiations 
for the transfer of any of the above railways to company management 
such negotiations shall not he concluded until facilities have been given 
for a discussion of the whole matter in the Assembly. If aii}?^ contract 
for the transfer of any of tlie above railways to company management is 
concluded against the advice of the Assembly, the Assembly will bo at 
liberty to terminate the arrangements in this Resolution. 

Apart from the above convention, this Assembly further recommends — 

(i) that the railway services should be rapidly Indiamzed, and further 
that Indians should bo appointed as Members of the Railway Board 
as early as possible, and 

(ii) that the purchases of stores for the State railways should bo under- 
taken tlirough the organissatiou of the Stores Purchase Department 
of the Government of India. 

OONVENTION'RBSOLUTION OF 19-t3 

That whereas it has been found that the Convention which was adopted under tlie 
Assembly Resolution, dated 20 September 1024, and which was intended to reliovo the 
general budget from violent fluctuations caused by the moorporation thoroin of the rail- 
way estimates and to enable railways to carry on a continuous railway policy baaed on 
the necessity of making a dolimto rotmm to general revenues on the money expanded by 
the State has not achieved those objects, this Assembly recommends to' the Governor- 
Geaeral-in- Oouuoil, that : 

(i) for the year 1942-3, a sum of Rs. 2,36,32 thousand shall bo paid to general rovengos 
over and above tho current and arrear contribution due under the convention, 

(w) from 1 April 1943, so much of tho convention as provides for the contribution 
and allocation of surplusea to general revenues shall coaso to be in force, 

(iti) for the year 1943-4, the-surplus on commercial lines shall bo utilized to repay 
any outstanding loan from the depreciation fund and thereafter be divided 26 per cent 
to the railway reserve and 75 per cent to general revenues, the loss, if any, on strategic 
lines bemg roepvered from general revenues, and 

(iv) for subsequent years and until a now convention is adopted by tho Assembly, 

‘ the allocation of tho surplus on oommoroial lines between tho railway reserve ana general 
revenues shall be decided each year on consideration of the needs of the railways and 
_ general revenues, tho loss, if any, on strategic lines being recovered from general revenuesi 
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LIST OP MOBE IMPORI’ANT WOllKS COSTING 
RS. 20 LAKl-iS OR MORE 

{Jl'i. 211 lal'hs) 


Name of projeci , Estimate Exi)e)i(:liture Rate 

Rs. Rs, 


(0 Doublivy, Mrp‘))gthpmny, etc 


Pyii-Kynngaon, doubling 

Burma 

jrris 

.36 60 

31-3-29 

c 

Pymitaza-Pyix, doubling 


41 6,5 

40-13 

31-3-31 

c 

South Karanpura Railway 

E.I 

48 67 

49 21 

31-3-29 

c 

Bevmo-Diinea scetioii 

}} 

49-40 

46-26 


c 

Grand Chord, douliling 

}> 

110 49 

110-.55 

31-3-30 

c 

GoiUtora-Manharpiir 

B.N. 

47-63 

46-85 

31-3-31 

c 

Grant Road-BaniLra 

BB.&C 1. 

71 11 

67 15 


l.p. 

Baudra-Borivli 

5J 

79 34 

74.37 


I.p. 

Bandhiia-Gaya 

E.I. 

33-44 

30-65 


l.p. 

Benares-Liiokno-vv, relay- 





I.p. 

ing and re-sleepering 

>) 

23-88 

.3 0.3 


s 

Grand Chord (M G.) 

}J 

110 49 

no 13 

f 1 

c 

Sholapur-Wadi, relaying 

G.I.P. 

22 71 

14 60 

)) 

N.C. 

Multan division, sleepers 

N.W. 

45 84 

44-32 

) } 

l.p. 

Cawnporo-Tundla 

E.I. 

92-94 

33-62 . 

31-3-30 

I.P, 

Itilrsi-Agra, relaying 

G.I P. 

165-19 

136-69 


I.P. 

Erode Branoli conversion 

S.T. 

46-65 

47-18 


0 

(ii) Strengthening of bridges 



Upper Sotio bridge, 2nd track 

45-42 

38-29 

31-3-31 

c 

Reconstruction of Norhudda bridge 

.31-63 

33-17 

y> 

N.C. 

Norbudda, rebuilding 


104-20 

76-76 

31-3-36 

c 

Bassein bridge rebuilding 


115-18 . 

65-79 

31-3-34 

0 

Roopnarain 


36-72 

34 42 

31-3-36 

C 

Hardinge bridge protection 


116-26 

63-68 

JJ 

C 

Ring bund extension at Sara 

30-16 

20-84 

jy 

c 

Lower Sone bridge, regirdering 

21-82 

17-51 

31-3-34 

c. 

Jumna bridge, regirdering 


23-06 

14-72 

ji 

c 


(in) Stations, terminals, trajfic facilities, marshalling yards, etc. 


Ahmedabad yard remodelling 

86-29 

64-79 

31-3-29 

C 

Nagpur remodelling 

85 56 

85-55 

ss 

c 

Parbatipur remodelling 

25-76 

25-61 

31-3-31 

c 

Belilr store yard 

21-42 

3 41 


I.p 

Lucknow remodelling 

66-00 

48-60 

if 

c 

Mazgaon remodelling 

39-08 

38-83 

it 

c 

Rhond remodelling, running shed 

20-73 

0-70 

ii 

s 

Poona 

37-90 

34-47 

it 

N.C. 

Shore Ghat 

43-88 

38.31 

9> 

I.P. 

E,awalpindi, remodelling traffic yard 

29-07 

26-91 

31-3-31 

I.P. 

Nerr interchange station, N.W.Ry, 

63-36 

51-47 

iJ 

c. 
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'Naftio of pi'ojoot 

AmritHnr yjorols yarrl 
Bombay Ci'Ulvai Station 
Cawnpore, ai'oa toooiistnnil.imi 
Vkitoria 'rermiiuis 
Tondiarpci luar-shalling yawl 
Tnohinopoly Port and diinclion 
remodelling 
Madras improvomcnts 
Erode romodcUing 
Delhi new interchange station 


IC'it.nnalo RKpcnditure Aeinuls 
Rs Its. tip to 

:U':!7 :u r.:! 

I4(tiiu I47 7<.i 

k;!'(i4 7!)'08 

KM 02 0.7 :u) 1 

.'>0 21 40 s,H ;!i-;i-:it) 

0-1 -d:'. ot'28 


f.P 

(J 

(J 

t; 

(1 

f! 


07 40 04 70 ,, (! 

.72 11 .72' 11 „ (J 

o.l'.'Jli .72'77 ;!i-:ha4 (' 


(iy) Woiktihops 


Mytinge wagon, shops cxtonsion and 
remodelling 
Dohad loco shops 
Dohad loco scheme — D 



Kanchrapara loco shop I’cmodelling 
Charbagh loco shop extension 
Eeramtonr shops I'omodelling 
Central workshop and town, Trichy 
Jamalpur workshop, romodelling 


22'72 

21-44 

3 J -3-29 

C 

140 58 


31-3-34 

0 • 

M2 58 

121-88 

31-3-35 

C 

:U!19 

22-87 

>y 

c 

48 20 

23 21 

31-3-3G 

, , 

.50-24 

42 28 

31-3-35 

t.p. 

42-08 

.37-9,5 

31-3-.34 

J.p. 

280 16 

257-94 

31-3-35 

IP. 

331-14 

327 12 

if 

c 

31-89 

14-01 

31-3-36 

I.P. 


(v) Eledrification 


Chnrchgato to Borivli 

209-23 

196-79 

31-3-.34 

0 ' 

Main line electrification, G.I P. 

509-48 ' 

,508-12 

31-3-36 

I.P 

Chola power house 

131-52 

131 60 

i* 

c 

Suburban electrification, G.T P. 

258-99 

260 04 

3 > 

■0 

Madras suburban electrification 

71-57 

71-51 

1> 

a 

(vi) 

fitaff Quarters 




Model Colony, Kanchi'apara 

43-27 

33-39 

31-3-31 

0 

European and Indian quarters, Howrah 52-80 

52-77 

31-3-34 

G 

(mi) 

Miscellaneous 




Talcher ooUiery development 

20 94 

20-89 

31-3-30 

N.Cn. 

Bhurkunda colliery 

60 12 

52-94 


T.P. 

Sawang coUiory development 

22 03 

7-72 

3 } 

P. 


0— Completed. N.O.—Not complotod. 8 — Suspended. I.P,— In progress. 

N.Oti.— Nearing complotion. P — ^Postponod. 

Note . — ^Tlie actual oxpondiluro in the oaao of several of the works complotad during 
1931-6 has boon taken from the Appropriation Accounts for theso yoars. Tho flgurea 
of tho estimates and expondituroa for tho years prior to 1029-30 iachido appropriations 
from tho doprociabion fund. The flguroa for tho subsoquout years indicate only tho 
additional capital expendituro. 
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NEW CONSTRUCTION ON INDIAN RAILWAYS 
1. 1924-31 


Project 


Date of 
sanction 

Date of 
opening 

Coat 

Rs in lakh 

Moulmein-Ye 

Burma 

1922 

16-4-25 

92-68 

Alon-Segyi 

n 

ll-.'5-22 

10-6-23 

14-44 

Segyi-Yo-U 

j) 

23-11-23 

1-7-26 

13-84 

Pegu-Kayan 

>> 

16-1-24 

16-1-27 

54-29 

Sibsagar Road-Khawang 

A.B. 

5-2-24 

10-11-27 

31-96 

Purkating-Badulipara-Jorhat 

JJ 

14-4-25 

1-8-28 

31-61 

Raipur-Parbatipur 

B.N. 

16-4-25 

31-3-31 

489-67 

Dindignl-Pollaohi 

SI. 

28-4-25 

19-11-28 

87-82 

Villupuram-Trichinopoly Chord 

) i 

19-6-25 

1-2-29 

205-28 

Calcutta-Chord Railway 

El. 

23-7-25 

31-1-31 

319-97 

Tumsar-Tirodi 

B.N. 

11-7-25 

15-2-30 

45-02 

Hotgi-Sholapur 

M.&S.M. 

3-12-25 

15-6-27 

7-89 

Gndivada-Bhimavaram 

j j 

17-12-25 

17-9-28 

40-81 

Nidadavolu-Narsapur 



3-2-29 

69-73 

Madura-Boditiayakanur 

SI. 

28-12-26 

20-11-28 

55 30 

Agra-Bah Railway 

GIP. 

29-12-26 

10-4-29 

28-73 

Karimganj-Longai Valley 

A.B. 

14-1-26 

1-1-29 

32-24 

Kyan-Thongwa 

Burma 

26-1-26 

15-12-28 

14-31 

Dinapnr-Ruhea 

E.B. 

29-1-26 

10-4-29 

32-93 

Kangra Valley 

N.W. 

1-2-26 

1-4-29 

295-65 

Amr itsar-N aro wal 


27-2-26 

6-5-29 

61-97 

Shahdara-Narowal 

)) 

5-3-26 

22-12-26 

28-16 

Samni-Dahej 

B,B.&CI. 

31-3-26 

1-3-30 

9-37 

Lyallpur-Jaranwala 

N.W. 

20-8-26 

3-12-27 

15-40 

Jassar-Shakargarh Chak Amru 

i> 

19-8-26 

21-12-27 

16-01 

Rohtak-Gohana-Panipat 

JJ 

20-8-26 

15-6-28 

25-54 

Dhamuah-Lakshmilcantapur 

E.B. 

12-1-27 

15-12-28 

40-34 

Kushab Chak Jumra 

N.W. 

21-2/4-27 

21-1-28 

149-50 

Virudhanagar-Tenkasi 

SI. 

10-3-27 

.30-6-27 

70-46 

Pyinmana-Taungdwingyi 

Burma 

20-6-27 

10-3-30 

70-94 

Lucknow-Sultanpur 

El. 

11-8-27 

22-3-31 

118-19 

Unao-Madhoganj 

?} 

11-8-27 

21-12-30 

31-40 

Muazampur-Narain 

JJ 

JJ 

6-1-30 

24-.51 

Boriavi-Vadial 

B.B.&CI. 

16-8-27 

18-4-29 

2-17 

Purnea-Murliganj 

E.B. 

16-8-27 

1-10-29 

30-96 

Habiganj -Shaistaganj 

JJ 

16-9-27 

1-11-28 

8-56 

Qilla Saifulla Fort Sandeman 
extension 

N.W. 

16-8-27 

15-7-29 

56-00 

Manamadura Railway 

81 . 

18-8-27 

1-7.30 

114 99 

Abdulpur Nawabganj 

E.B. 

12-10-27 

11-2-30 

84-39 

Darwha-Pusad 

GI.P. 

20-9-27 

1931 

32-73 

Feni-Belonia 

E.B. 

8-12-27 

1-12-29 

13-52 

Vasad-Katana 

B.B.&O.L 

14-12-27 

1-9-30 

20-61 

Batala-Butari 

N.W. 

5-1-28 

20-12-28 

9-llS 

Kaliikhali-Bhateaphra , 

E.B. 

■ 10-1-28 

1-12-31 

57-02 

Salem- Attnr-Vridhhaohalam 

S.T. 

14-1-28 

3-2-31 

88-14 


59---1614B 
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Date of 

Date of 

Cost 

Projoot 


sanction 

opening 

Bs. in lakhs 

Senolioa-Mairahari 

A.B. 

21-3-23 

24-1-30 

21 47 

Salcra-Meolieri 

S,I 

10-3-28 

15-4-20 

13-54 

Shaistaganj -Balia 

A.B. 

7-6-28 

1-12-29 

12 05 

Ohittagong-N azkhat 

J) 

8-6-28 

17-3-30 

21 98 

„ -Duhaaari 


13-12-28 

10-0-31 

45 25 

Bollaolii-Palghat 

S.l. 

13-6-28 

1031-2 

61-79 

Sind Left Bank Reeders 

N.W. 

20-0-28 

1032 

89-15 

Maahrak-Thawo 

B.cmW, 

22-0-28/ 

12-1-31 

23-63 



3-1-20 



Tangla-Belsiri 

E.B. 

28-6-29 

15% com- 37-26 




j)Ieted 



S. Section only 




2. 1930-6 



Lines opened during 1930-1 





BaUway 

Milage 


DMng Bazar Mairabari 


A.B, 

3 


J emadipeta-Royaghada 


B.N. 

9 


Sarishtokar Road-Titilagarh 


3} 

36 


Rayagliada-Tharuvalli 


33 

12 


Mashrak Thawe 


B.&N.W. 

40 


Vasad Katana 


B.B.&O.I. 

27 


Nyaungdo-Kyaukpadaung 


Burma 

11 


Unao -Madhoganj 


E.I. 

48 


G.I.O.Railway 


33 

15 


Mahrabpur-Padidan 


N.W. 

44 


Pudukottai-Manamadura 


S.l, 

60 

304 

Lines opened during 1931 -2 



CMttagong-Dohazari 


A.B. 

25 


Baipur-Parvatipuram (part) 


B.N. 

74 


Kalukhali-Bhateapara 


E.B. 

63 


Darhwa-Pusad 


G.T.P. 

43 


Shahpur Oity-Khusbal 


N.W. 

6 


Ohiniot-Chliinikluohi 


3) 

3 


Kalabagb Bridge. 


33 

2 


Sakrand-Tharushah, 


}} 

66 


Tando Adam-Nawabshah 


f} 

54 


Ohinnasalem-Vriddhachalam 


8.1. 

32 


Pollachi-Palghat 


33 

33 



396 


Lines opened during 1932-3 

Lucknow-Sultanpur-Zafarabad (last section) E.I. 67 • 

Tangla-Belsiri Rangapara B.B. 53 

~ 110 

Lines opened during 1933-4 

Irrawadi Bridge at Sagaiug -v^ith its approaches 3 


3 



Appenuix D 


... ..BNIN«5 O™ 


1927 


Namo of project 


Net income 

1035-fi Peroeuiage rcium 
Milage Gauge (IuOOOb) 1935-6 estimatcdt 


A.ll 

Chittagoug-Nazarliat 

Chittagong- Dohazari 
reni-Bolonia . , , 

Furkatiug-Baduli-Jorhat 
Karimganj-Longai Valley 
Netrokona-Mohanganj 
Shaistaganj-Habiganj Bhalla 
Senchoa-Mairabari 

Sibsagar Koad-K-howang 

B. &N.W, 

Mashrak-Thawe Extonaion 


22'97 
25 05 
16'88 
42'28 
39 '45 
17 '55 
25'29 
30'25 
38'79 


30-32 


M 


B.N. 

Baipur-Barvatipuram 

BB.&C.I. 

Boriavi- V adtal 
J atiibu3ar-K.a-vi 
Samni-Eahej 
V aaad-K.atana 


240-00 B 

3 71 B 
17-87 N 
24-72 ,, 

26-61 B 


_ 23 1'02 8-50 

_ 100 - 191 8-50 

_ 33 - 2-34 5-80 

_ 94 - 2-73 7-00 

_ 91 - 2 61 5 50 

_ 18 - 0-86 9 60 

_ 30 — 1-40 6-47 

31 1-36 13-00 

42 1-20 7-00 


69 2-91 6-00 


4,569 

8-88 

5-40 

6 

- 2-65 

5-00 

19 

2-44 

8-00 

- 16 

- 1-66 

8-90 

164 

7-56 

8-00 


Burma 


Heho-Shweryaung 
Kayaii-Thongwa 
Myingyan-Paleik 


11 25 
10-80 
68-86 
11-06 


M 


8 

8 

137 

110 

192 


0-26 6-00 

0- 56 10 75 

1- 89 6-60 

8-23 3-37 

1-74 6-00 


B.B. 


57-15 

23-26 

47-80 

53-49 

51- 98 

52- 60 


B 

97 

M 

B 

M 


167 

107 

312 

62 

311 

311 


1- 85 

2- 65 
9-16 
0-88 
9-62 
6-92 


6-20 
7-00 
6-50 
5-00 
6 50 
0-68 


Abdulpur-Nawabganj 

Baruipur-Lakshmilsantapur 

Binaipur-Buhea 
Kalukhali-Bhateapara 
Purnea-Murliganj • 
Tangla-Rangapara 

opening as esfciniated orignia y. 


after 
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Not income' 





1035-6 

Percontnge return 

Name of project 

Milage 

Gauge 

(Hs. in 000s) 

1936-6 

('.stnnatcd 

E.I. 






Calcutta Chord Railway 

8 no 

B 

- 343 

- 0-77 


Ohandpur-Bijnor Miiazzam]nir 

37 -OO 

>» 

(iS 

2 01 

6-10 

Daltongaiij -Rarakana 

115 00 

iJ 

- 190 

- 0 48 

0 88 

Liickiiow-Sultanpur 

130-00 

f} 

- 287 

- 2 29 

5 SO 

Unao-Madhogauj 

48-00 

it 

- 24 

- 0 55 

(i-OO 

G.I.P. 






Agra-Bah 

43-00 

it 

~ 48 

— 1 55 

6 30 

Darwha-Pusad 

42-65 

N 

- 19 

— 0 55 

6 81 

M.&S.M. 






Gocoanada-Kotipalli 

27-38 

B 

- 67 

- 1-58 

6 00 

Guntur-Macherla 

79-83 

M 

158 

3 45 

6-25 

Gudivada -Bhiinavaram 

40-60 

»> 

238 

5-84 

6 61 

Nidadavolu-Narsapur 

47-16 

B 

325 

4 73 

6 61 

Annivihalli'Swainilialli 

11-74 

M 

235 

74-74 


N.W. 






Amritsar-Narowal 

39-11 

B 

832 

12-18 

6-50 

Batala-Beas 

12-04 


50 

5 40 

5-70 

Chak-Jumra-Kushab 

70 47 

if 

2869 

16-64 

6 00 

Jassar Shakargarh Chak Amru 25 '97 

it 

125 

7-58 

6-00 

Lyallpur-Jaranwala 

20-75 

B 

- 3 

- 0-18 

6 48 

Rohtak-Gohana-Panipat 

44-01 

it 

10 

0-63 

6-33 

Shahdara-Naro'Wal 

48-33 

a 

142 

4-80 

4-84 

Siud Left Bank Feeders Rys. 

164-49 

if 

682 

7-61 


Kangra- Valley 

102-99 

N 

- 216 

- 0-68 

5-60 

S.I. 






Cuddalur-Vridhhachalam 

35-59 

M 

44 

1-63 


Dindigul-Pollachi 

75-10 

J5 

125 

1-63 

9.44 

Madura-Bodinayakanur 

55-94 

if 

- 45 

- 0-83 

8-73 

Pollachi-Palghat 

33-45 

>3 

47 

0-87 

6-20 

Salem Mettur Bam 

23-20 

B 

- 24 

- 1.89 

4.75 

Salem- Attur-V riddhachalam 

82-53 

M 

_ 27 

-10-32 

6-80 

Shoraur-Nilarabur 

11-35 

B 

- 58 

- 0-72 

4-00 

VxUupnram-Tricliinipoly 

109-00 

M 

790 

3-90 

6-60 

Triohinopoly-Manamadura 

94-22 

33 

96 

0-86 

6-37 



ArrENDix E 

DEPRECIATION EUND COMMITTEE, 1922-3 

Tho comniitticc, known as (.he Deprecial^ion Eund Committee, 1922-3, 
ooinprisod tho following inombors . Mr. J R Smellie, Deputy Locomotive 
Siiperintondonl., North Woatern Railway, G/uunmn ; and Mr. N. Pierce, 
Exooutivt' Eugineor, Eastern Bengal Railway, and Mr A. M. Hayman, Deputy 
Accountant-Gonoral, as membors. The terms of reference were : 

I d’o etnpiiro into tho question of tho provision necessary on each rail- 
way to make good annual depreciation of wa.sting capital assets and to suggest 

(a) tho amount which is necessary to provide as normal depreciation 
in respect of those assets as they existed on 31 March 1922 
(h) the iirinciples for the calculation of annual depreciation which 
must be provided in respect of the various classes of assets 
acquired or which may be acquired after that date 
(c) tho amount which it is necessary should be provided temporarily 
in addition to that referred to in sub-clause (a) above, to make 
good arrears of depreciation on the assumption that this will 
bo effected in a period of 5 or 10 years 

II To suggest the methods which should be adopted for the formation 
and working of a ‘ Depreciation Fund’ on each railway to bo maintained from 
tho proceeds of the amounts of doiircoiation arrived at in accordance with 
clause I above. 

The principal recommendations of the committee were : 

I That tho provision for annual depreciation in respect of the wasting 
capital assets as they stood on 31 March 1922 should be Rs 12,26,67,231. 

11(a) That the annual normal depreciation of the wasting capital 
assets of tho railways as they stood on 31 March 1922, be calculated on 
tho factors (1) the estimated economic or functional life of each class of 
assets, and (2) of replacement prices ; and on the assumption that an equal 
part of tho economic life of an asset expires each year. 

(&) That the annual normal depreciation on capital outlay invested 
in the acquisition of assets after 31 March 1922, be calculated according 
to the following basis : 

A, In the case of capital outlay on new lines 
Commencing from date of opening to traffic 


lat-5th 

year 

0.5 

per cent of total capital outlay on wasting 

6th-10th 

j) 

1 

per cent 

capital asset at the end of 
each year 

ditto 

llth-25tli 

j) 

1’5 

per cent 

ditto 

25th-40th 


2 

per cent 

ditto 

Thereafter 


2 

per cent 

such capital outlay at the end 




of the 40th year with one 
per cent on ail further capital 
outlay on the wasting capital 
assets. 


B. In the case of capital onlay on existing lines 

A rate of one per cent per annum on all additional capital outlay. This 
rate will be found suitable and equitable for many years to come. 
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III That tho amonnt of arroar renewals and roplaccinonts on 111 
March lt)22, is R». 19,95,08,100, which would require animal expenditure 
of Rs. 3,99,01,620, and Bs. 1,99,50,810, reapoctiv^cly, if the arroars are to 
be overtaken in 5 or 10 yearrf. 

IV That the depreciation fuiicl for c,ich railway take the form of a 
susi-ienso account in the deposit section of tho accounts, tho amount at 
credit of the account bearing interest and being available to be drawn 
upon at any time by the railway administration in the samo way as if it 
had been separately invested by the railway. 

That the money required to overtake arrear renewals and roplacciuents 
be provided from borrowings repayable from revenue on an annuity basis. 

V That definite rules be laid down prescribing exactly what classes 
of expenditure are on renewals and replacements (depreciation) account. 

VI That certain minor alterations be made in tho classification of 
capital and revenue expenditure. 

VII That all future capital outlay on plant — oonstniction — be appor- 
tioned as a part of the cost of the wasting capital assets for which ilie plant 
is obtained. 

VIII That all expenditure on loose hand tools, except that incurred 
on first equipment should be charged to ordinary working expenses. 

Tho minor alterations referred to in VI above were explained by the 
committee as follows. They recommended that m the classification of capital 
outlay, the excess of expenditure on. steel work on bridges and sleepers should 
be separately recorded ; that tho classification of tho revenue accounts of 
railways should be so revised as to exhibit separately and distinctly expen- 
diture incurred in making good depreciation of wasting capital assets ; and 
that expenditure classified as renewal and replacements chargeable to the 
depreciation fund and classified as ordinary maintenance and repairs charge- 
able against the grant for ordinary working expen.sos should be clearly and 
precisely defined. (Paras 37 and 66). 



Appendix F 

Statistical Statements 


I. FINANCIAL RESULTS OF WORKING THE STATE-OWNED 

RAILWAYS'^ 

(EXCLtTDING WORKED LINES) 

(1) Gross traffic receipts 


{In laJchs of rwpoe.a) 


Railways 

State-managed 

1924-5 

1925-6 

1926-7 

1927-8 

1928-9 

1929-30 

1924-30 

Average 

Burma 

420 

493 

461 

603 

496 

487 

478 

E.B. 

692 

629 

672 

700 

■ 703 

673 

'662 

E.I.t 

2061 

1972 

1968 

2043 

2031 

1986 

, 2010 

G.I.B. 

1616 

1463 

1470 

1609 

‘1530 

1458 

1491 

N.W.Com, 

1613 

1370 

1404 

1489 

1423 

1439 

1440 

„ ' Str. 

100 

164 

163 

180 

■ 167 

169 

160 

Oompamj-managed 

A.B. 

144 

164 

176 

205 

207 

206 

183 

B.N. 

838 

820 

916 

912 

931 

876 

. 817 

B.B.&O.L 

1233 

1214 

1120 

11.34 

1186 

1162 

1174 

Jodhpur 

29 

26 

21 

26 

21 

26 

24 

LuoJc-Bar.J 

30 

37 

86 

40 

36 

38 

37 

M.&S.M. 

791 

814 

812 

864 

920 

898 

860 

S.I. 

316 

644 

649 

680 

603 

633 

664 

Tirhoot 

147 

160 

170 

167 

170 

174 

164 

Others 

9 

10 

8 

8 

9 

15 

9 

Total 

10013 

9894 

9842 

10342 

10873 

10270 

10122 


Railways 

State-managed 

1930-1 

1931-2 

1932-3 

1933-4 

1934-6 

1930-6 

Average 

1935-6 

1936-7 

Burma 

428 

374 

333 

867 

372 

373 

301 

370 

E.B. 

680 

506 

491 

607 

643 

526 

626 

674 

E.I. 

1824 

1736 

1727 

1703 

1871 

1784 

1863 

1944 

G.I.P. 

1333 

1192 

1195 

1221 

1217 

1232 

1241 

1327 

N.W.Com. 

1408 

1334 

1273 

1323 

1387 

1363 

1416 

1502 

„ Str. 

148 

132 

123 

123 

123 

130 

126 

138 

Company -managed 

A.B. 

190 

184 

166 

160 

180 

176 

160 

168 

B.N. 

817 

724 

691 

739 

796 

763 

864 

839 

B.B.&O.I, 

1090 

1030 

1017 

1081 

1107 

1063 

1108 

1189 

Jodhpur 

23 

18 

23 

26 

28 

23 

38 

37 

Luck-Bar. 1 

30 

35 

36 

38 

37 

38 

38 

40 

M.<&S,M. 

798’ 

716 

666 

684 

672 

707 

664 

668 

S.I. 

680 ■ 

630 

651 

614 

624 

640 

499 

512 

■Tirhoot 

'Others 

140 

141 

148 

138 

162 

144 

160 

169 

13^ 

13 

13 

12 

12' 

13 

12 

12 

Total 

9610 

8063 

8443 

8663 

902Q 

8860 

9066 

9849 


* Source : Railway Budget papers. 

) Includes the fl^uroa of the 0. & R. Railway fo¥ 1924-6, 
i Luoknow-Pareilly. 
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(2) Ordinary working expenses 

{In lahlis of nqKes) 


Railways 

192 1-6 

1925-0 

State-managed 

Burma 

218 

232 

E.B. 

347 

333 

E.I.* 

1054 

1011 

G.I.P. 

806 

903 

N.W.Oom. 

.. 740 

700 

, Sto. 

156 

145 


120-7 

1927 3 

1928-9 

1929-30 

1921-30 

Average 

210 

2 19 

270 

237 

245 

303 

373 

380 

381 

373 

991 

983 

1002 

1021 

1011 

881 

819 

837 

837 

847 

774 

798 

791 

847 

777 

152 

158 

100 

108 

136 


Oompany-managed 


A,B. 

82 

83 

B.N. 

473 

481 

B.B.&O.I. 

691 

024 

Jodhpur 

17 

17 

Luols.-Bar.f 

12 

13 

M.&S.M. ' 

363 

387 

S.I. 

. 260 

269 

Tirhoot 

36 

44 

Ofchera 

5 

6 

ToaiA.!, 

5105 

6299 


89 

97 

102 

113 

64 

444 

604 

• -611 

651 

494 

6,05 

584 

- 008 

007 

603 

16 

16 

•- 17 

17 

17 

16 

13 

-■ 14 

16 

14 

395 

394 

• ' 399 

395 

389 

255 

260 

• 263 

279 

264 

67 

59 

51 

62 

SO 

a 

-4 

2 

10 

6 

5289 

6308 

5422 

5550 

6340 


Railways 

State-managed 

1930-1 

1931-2 

1932-3 

1933-4 

1934-5 

Average 

1030-5 

1936-0 

1930-7 

Burma 

230 

233 

220 

227 

230 

228 

220 

207 

E.B. ■ 

374 

329 

324 

336 

346 

342 

366 

371 

E.I. 

996 

902 

917 

922 

931 

933 

937 

933 

G.I.P. 

867 

713 

721 

713 

688 

738 

690 

606 

N.W.Oom. 

903 

774 

737 

772 

781 

793 

772 

773 

„ Str. 

176 

138 

146 

142, 

147 

J60 

162 

143 


Company-managed 

A.B. 

111 

109 

103 

108 

117 

no 

113 

110 

B.N. 

602 

483 

489 

494 

613 

406 

652 

‘ 637 

B.B.&0.1. 

498 

650 

548 

628 

649 

634 

539 

660 

Jodhpur 

16 

16 

16 

18 

18 

16 

19 

20 

Luok.-Bar.t 

23 

16 

16 

16 

15 

17 

18 

15 

M.&S.M. 

375 

340 

330 

339 

347 

346 

362 

337 

S.I. 

273 

263 

277 

" 271 

273 

272 

278 

272 

Tirhoot 

98 

66 

61 

67 

66 

98 

69 

72 

Others 

11 

10 

4 

7 

7 

8 

7 

7 


6430 

4931 

4908 

4950 

6027 

'6061 

6087 

. 6023 


* Inoludos the figures of fcho O, & R. Railway for 1924-6, 
t Lfioknow-Baroilly. 
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(3) Total working expenses 


[In lal-hs oj rupees) 


Railways 

1924-5 

1925-6 

1920-7 

1927-8 

1928-9 

1939-30 

1924-30 

Average 

State-managed 

Burma 

200 

275 

283 

294 

322 

305 

290 

E B. 

no 

469 

140 

452 

409 

471 

452 

E.I ■* 

1255 

1203 

1190 

1192 

1217 

1242 

1217 

O.I P. 

940 

1051 

1033 

977 

1004 

1020 

1004 

N.W.Bom. 

918 

888 

949 

990 

1001 

1004 

908 

Sir. 

.. 190 

ISO 

187 

195 

199 

209 

194 


Gompaiuj-manaycd 

A. B. 

B N. 

B. B.&C.l. 

Jodhpur 
Lnok.-Bar f 
M.&S.M. 

S,1 

Tu'hoot 

Otliora 

Total 


lOJ 

570 

008 

18 

17 

434- 

307 

51 

6 

0200 


107 

591 

734 

18 

18 

401 

310 

00 

6 

0300 


113 

553 

721 

17 

21 

477 

305 

71 

13 

0378 


121 

021 

708 

17 

19 

475 

313 

74 

-1 

0414 


127 

629 

738 

19 

19 

486 

323 

66 

3 

0022 


140 

676 

740 

19 

20 
485 
344 

68 

16 

0818 


119 

608 

723 

18 

19 

470 

318 

05 

6 

6171 


Railways 

1930-1 

1931-2 

1932-3 

1933-4 

1934-5 

1930-5 

Average 

1935-6 

1936-7 

Stale-managed 

Buvma 

282 

286 

274 

282 

284 

282 

284 

266 

E.B. 

406 

426 

422 

433 

442 

438 

450 

457 

E.I. 

1221 

1137 

1 152 

1161 

1171 

1169 

1177 

1178 

G I P 

1016 

907 

919 

907 

890 

934 

892 

868 

Klw.Com 

1129 

1007 

035 

1001 

1016 

1028 

960 

961 

,, Str. 

219 

181 

190 

185 

190 

193 

209 

200 


Oo mpany -manageA 


A.B. 

140 

BN. 

633 

B.B &0 I. 

030 

Jodhpur 

18 

Luck. -Bar. | 

28 

M-.&S.M. 

463 

S.I. 

■342 

Tirhoot 

114 

Others 

12 

Totai, 

6746 


140 

135 

139 

017 

628 

032 

089 

687 

607 

17 

16 

21 

20 

20 

20 

430 

420 

429 

338 

366 

348 

72 

77 

73 

11 

6 

8 

6277 

0286 

0306 


119 

14J 

153 

160 

652 

632 

681 

667 

087 

672 

000 

683 

21 

18 

21 

22 

19 

21 

20 

19 

438 

436 

444 

420 

351 

347 

363 

347 

81 

83 

80 

89 

8 

9 

16 

16 

6399 

0403 

6412 

6338 


Includes the figures of the 0> & R Railway for 1^24-5, 
I" Liioknow-Bareilly. 

60— 1514R 
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APPI5NinX P 


(4) Net reeeiptfi 


(In lakh,^ of nipra) 


Railways 

IMJ r, 

1935-0 

1 020 7 

1037-S 

1038-0 

1030-30 

1021-30 
\\ orago 

State-managed 

Burma 

1 (i» 

318 

178 

309 

17,1 

183 

188 

E.B. 

173 

170 

333 

318 

331 

302 

310 

K.I 

S0(i 

70!) 

770 

,S,71 

SI 1 

713 

703 

G.l P 

670 

113 

437 

533 

530 

138 

487 

N.W Com 

506 

-183 

155 

too 

433 

375 

473 

,, Str. 

-30 

-10 

-34 

-35 

-33 

-50 

-3-1 


Company-managed 

AB. 

38 

57 

03 

81 

80 

06 

04 

B.N. 

203 

247 

202 

295 

283 

260 

208 

B.B &G.I. 

635 

480 

-405 

420 

-118 

113 

461 

J odhpur 

11 

8 

4 

8 

■> 

0 

0 

Liiok.-Bai-. f 

10 

19 

16 

21 

17 

10 

18 

M.&S.M. 

367 

353 

335 

389 

431 

413 

"380 

S.I. 

208 

228 

244 

207 

240 

389 

246 

Tirlioot 

90 

96 

99 

93 

104 

100 

99 

Others 

4 

6 

-7 

12 

6 

-1 

3 

Totai, 

3813 

3528 

3464 

3899 

3731 

3453 

3051 


Railways 

1930-1 

1931-2 

1932-3 

1933-4 

1934-5 

1930-35 

Avorugo 

1035-0 

1930-7 

State-managed 

Burma 

146 

88 

69 

76 

88 

91 

77 

105 

E.B. 

120 

80 

69 

74 

101 

88 

76 

117 

E.I. 

000 

699 

676 

602 

700 

016 

080 

706 

G.I.P. 

287 

286 

270 

314 

327 

298 

349 

409 

N.W.Com. 

369 

327 

288 

322 

371 

336 

460 

601 

„ Str. 

-71 

-49 

-07 

-02 

-07 

-63 

-83 

-02 


Company -managed 

A.B. 

so 

44 

21 

21 

31 

34 

7 

18 

B.N. 

184 

107 

03 

107 

143 

121 

183 

172 

B.B.&0.I. 

460 

341 

330 

394 

420 

389 

442 

606 

Jodhpur 

6 

1 

7 

4 

7 

6 

17 

16 

Luok.-Bar.i 

8 

15 

16 

10 

18 

16 

18 

21 

M.&S.M. 

336 

286 

246 

255 

234 

271 

210 

242 

S.I. 

238 

192 

190 

160 

173 

193 

140 

105 

Tirhoot 

26 

69 

71 

05 

71 

61 

74 

80 

Others 

1 

2 

8 

4 

4 

4 

-4 

-4 

Totai 

2764 

2386 

2168 

S367 

2621 

2467 

2663 

3211 


* Includes the figures of the Or & R. Rsiilway for 1034-6, 
•f Luolarow-Baroilly. 
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(5) Profit or loss 


(In lakhs of rupees) 


Railways 

Stale-managed 

102i-5 

1925-G 

1020-7 

1927-8 

1928-9 

1029-30 

1924-30 

Average 

Burma 

42 

31 

24 

61 

4 

4 

36 

E B. 

16 

10 

70 

80 

64 

16 

41 

BI.'^ 

28!) 

280 

207 

319 

244 

161 

200 

DIP 

2)2 

47 

71 

141 

108 

8 

103 

N W.Cora. 

287 

170 

121 

123 

9 

-64 

109 

„ Str. 

-159 

-147 

-105 

-168 

-174 

-190 

-167 


Company-managed 

A.B. 

-31 

-13 

-11 

4 

-6 

-23 

-14 

B.N. 

-12 

-47 

-40 

-20 

-47 

-83 

-42 


292 

220 

142 

158 

164 

111 

ISl 

Jodhpui' 

9 

6 

2 

4 

-1 

2 

4 

Luek.-Bar. ]■ 

9 

9 

4 

10 

6 

6 

7 

M.&S M. 

111 

85 

03 

104 

138 

89 

98 

a I. 

97 

113 

120 

125 

81 

113 

lOS 

Tirhoofc 

63 

00 

68 

66 

66 

65 

63 

Olhera & Miso 

01 

48 

14 

88 

135 

190 

90 

Total 

1316 

028 

750 

1085 

781 

404 

877 


Pvailwaya 

1930-1 

1931-2 

1932-3 

1933-4 

1934-5 

1030-6 

Average 

1935-6 

1936-7 

Slate-managed 

Burma 

-44 

-73 

-75 

-71 

-66 

-64 

-68 

-36 

E.B 

-79 

-123 

-128 

-125 

-93 

-110 

-118 

-79 

E.I. 

-18 

-24 

-13 

37 

114 

19 

104 

176 

G.IP. 

-172 

-178 

-168 

-124 

-104 

-149 

-67 

46 

N.W.Oom. 

-117 

-168 

-178 

-136 

-70 

-132 

24 

153 

„ Str. 

-217 

-199 

-209 

-203 

-203 

-200 

-210 

-196 


Company-managed 

A.B. 

-39 

-62 

-74 

-73 

-60 

-60 

-84 

-76 

B.N. 

-199 

-248 

-280 

-227 

-186 

-228 

-138 

-162 

B.B.&O.I. 

43 

46 

41 

100 

128 

72 

156 

216 

Jodhpur 

-1 

-3 

3 

1 

3 

1 

13 

10 

Luck.-Bar.'l 

8 

4 

6 

6 

8 

6 

8 

10 

M.&S.M, 

1 

14 

-19 


-26 

-7 

-38 

-3 

S.l. 

31 

1 

6 

-21 

-10 

1 

-32 

-10 

Tirhoot 

24 

34 

30 

25 

32 

29 

36 

41 

Others & Miso. 

202 

44 

32 

20 

17 

76 

16 

21 

TotaI/ 

-519 

-920 

-1023 

-796 

-606 

-763 

-399 

I2I 


* Inoludes the figures of the O. & R. Railway for l„924-6. 
t Luoknow-Bareilly. 
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AVriCN DfK K 


il, PAS8KN(n!lR TRAFl'no AND KARNINAJS ' 
(All railway.s . 1900 to 


Numbof of passi'ii'fC'fM (imllioii*!) lidininiM (m croi'tw of f!-n.) 


Year 

First f 

Soc-ond 

Inter 

Thud 

K&V| 

t'll’st 1 

8ei'i)iul 

Intel 

Third 

.s&v i 

1900 

0.521 

2 285 

5 7113 

1 53 9.5 t 

13 8,5 

0 32 

0 17 

0 ,56 

7-52 

0 0,8 

1905 

0 603 

2 919 

8- 101 

218 113 

18-03 

0 4,5 

0 6.5 

1) S3 

10 09 

0 12 

1910 

0 778 

2-962 

11-033 

332 11.2 

21 31 

n 59 

0-77 

0 9.') 

1 1 65 

O' 16 

1911 

0 799 

3- 13.'. 

11 762 

348 179 

2,5 (>',) 

0 Oil 

0'81 

1-01) 

15 73 

0 17 

1912 

0 796 

3-223 

10 833 

37.5-567 

26 81 

0 63 

0 88 

0-91 

17 01 

0 IS 

1913 

0 230 

0-8U 

-2 883 

98 221 

7-44 

0 20 

0-21 

0 21 

4 .52 

0 0.5 

1913-4 

0 813 

3-401 

12 371 

410 960 

30- U 

0 69 

0 89 

1 03 

18-37 

0 19 

1914-5 

0 725 

3 463 

12-618 

403 659 

30-72 

O'OO 

0 9(1 

1 03 

1 7 63 

0 19 

1915-6 

0 729 

3-791 

13 048 

413 254 

32 06 

O', 59 

1 01 

1 13 

18-(),5 

0-21 

1910-7 

0'823 

4-007 

14-349 

431-456 

3180 

0 72 

1 30 

1-22 

19 62 

0 22 

1917-8 

0'S83 

4-210 

7-719 

381-017 

30-13 

0-0.5 

1-43 

1 16 

21 1,5 

0 24 

1918-9 

1 049 

5-119 

8 722 

404 388 

40-10 

1 12 

1 73 

1-43 

24- 43 

0 28 

1919-20 

1 108 

6-439 

10 201 

460 306 

41-97 

1-29 

2-18 

1 70 

27-90 

0 31 

1920-1 

1 149 

7-129 

11-750 

490-280 

48 94 

1-30 

2 26 

1-91 

28 91 

0 37 

1921-2 

1-086 

0-492- 

10 654 

400 73 1 

52 37 

1-38 

2 30 

1-78 

28 12 

0-42 

1922-3 

0-918 

5-134 

8 129 

602-776 

55 67 

1-40 

2'] 2 

1 38 

32 21 

0 49 

1923-4 

1-199 

10-128 

11 374 

544-622 


1 31 

2-03 

1 41 

33 33 


1924-5 

1 100 

9 778 

12-201 

653 260 


1 23 

1 02 

1 48 

3 4-13 


1926-6 

1 033 

9-901 

13 602 

674 008 


1-20 

1 89 

1-00 

34 76 


1926-7 

1 012 

10 006 

14 946 

.578-409 


1 18 

1-88 

1-02 

33-44 


1927-8 

0-980 

9-963 

17-.351 

594 821 


1-14 

1 90 

1-69 

34-39 


1928-9 

0 913 

9-685 

17-870 

691 743 

, , 

1-12 

1-92 

1 60 

33 54 


1929-30 

0 804 

9-125 

17 900 

606-468 


1-04 

1-84 

l-,59 

34-11 


1930-1 

0-671 

8-089 

16-189 

550-379 


0 94 

1 70 

1 41 

30-24 


1931-2 

0-608 

6-938 

12 364 

487-037 

, 

0 83 

1 54 

1-23 

27-76 


1932-3 

0-429 

6-278 

10 871 

485-317 


0-78 

1-47 

1-15 

27 92 

, , 

1933-4 

0-421 

5 050 

10-667 

473 585 

, . 

0-76 

1-42 

1-12 

26-79 


1934-5 

0-400 

4-818 

10-310 

481-051 


0-77 

1-41 

1 12 

27-05 

, 

1936-6 

0 384 

4-763 

10-409 

488-075 


0-78 

1 40 

1 11 

27-21 


1930-7 

0-408 

4-590 

11 085 

493-836 

. , 

0 81 

1-47 

1 15 

26 00 

. 


* Source • Adnurnslration and Badioay flonnVti Ri’porl.i. 

f Seasoa ticket holders and vundors tifkots 'I’ho nuinboi of n<i>nou ticjkol lioldorn 
and vendors tickets and their earnings liavs been inohidod in thoir ivspontivo classes 
from 1923-4 onwards. 

Note. — In pre-war reports of tho Railway Boani, the mimbor of passengms carried 
on each separate railway was .shown as tho total mimbor of pns,songois carriod on railways. 
Paaaongera oarriod over two or more railways on a smglo journey wore thus oounted ns 
two or threa passongers. From 1923-4 onwards tho number of passongons taken is tho 
number of pasaoiigors originating. Tho adjustod figures for 1911 on the same basis are, 
in millions- first class: 0-703, sooond class: 2 947; in tor : 11 409; and third 
class ; 331-056 ; S.&V. : 26-09. 
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Tlf PAS,SEN([!<]ll TllAEPro AND 




ixj r » i, V 1 . 


(1) Pirsb claag 


Badwiiys 

1021-5 

\i'tuals 

Bidiii! ;/((»(/(' 

llrt 

1 jiikhs 

11 lM. 

a 30 

B n &{' 1 

0 0!) 

M &S.M. 

5 lid 

a I 

2 (Id 

11 . 1 1 

n'02 

I? 1 ^ 

21 (I(i 

0 T.P 

25 01 

N W, 

14 20 

Na 

0 dl 

'Pot vb 

92'r,i 

Metic gauge : 

A.n 

2 15 

B.&NAV 

1 13 

B B.*(J I 

4 04 

M &R M 

2 20 

R &K. 

O'HO 

S I 

4 KO 

Burma 

5'd4 

E.B 

2 28 

.fodhpur 

0'07 

NS 

0 54 

'fOTAl. 

21 '26 

All Railways 

119 57 


Railwajis 

192-1-5 

Acituala 

Bioad gauge 

Milhous 

B.N. 

7 01 

B.B &0.I 

10 78 

M &S.M. 

4T3 

S.I. 

1-48 

E B 

4'0() 

E.I.* 

19T5 

G.I.P. 

21'78 

N.W. 

14'41 

NS. 

0-78 

Total 

85 07 

Metre gauge : 

, 

A.B. 

B51 

B.&N.W, 

1'23 

B.B.&O.l. 

3'40 

M.&S.M. 

l'G7 

R.&K. 

o-oo 

S.I. 

2-05 

Burma 

4'71 

E.B. 

1-80 

Jodhpur 

0'49 

N.S, 

0-63 

Total 

19-06 

All Railways 

106-24 


I'bll'llilljrS 

% lolulaou lo 102 1-5 


20-30 

1933-1 

1936-7 

<12 

.5') 

66 

07 

82 

92 

05 

70 

84 

.87 

6.5 

74 

104 

(13 

66 

()7 

50 

58 

90 

63 

08 

92 

74 

75 

139 

142 

1 U 

87 

GO 

70 

lOl) 

111 

77 

.86 

88 

83 

73 

52 

46 

.S2 

55 

50 

84 

00 

54 

101 

52 

72 

81 

51 

51 

02 

42 

47 

94 

03 

85 

80 

63 

09 

85 

54 

59 

80 

03 

07 


Pas^oiigor milos 
% rolatiou to 192-4-5 


1-20-30 

1033-4 

1930-7 

101 

69 

78 

101 

77 

84 

1-24 

87 

97 

100 

64 

100 

129 

77 

84 

lOS 

74 

80 

124 

70 

80 

140 

87 

86 

139 

112 

118 

119 

78 

83 

104 

69 

114 

105 

118 

118 

90 

64 

52 

111 

66 

01 

93 

72 

66 

130 

74 

106 

113 

61 

57 

87 

69 

08 

111 

73 

99 

96 

06 

73 

108 

68 

76 

116 

70 

81 


N'uuibor of paa^ongoi-s 
l')2.|-5 % lolation to 1931-5 

Actuals 1929-30 1933- ) 1930-7 


Thousands 

37 105 

363 47 

21 114 

12 1-25 

121 73 

133 7b 

110 01 

87 122 

10 00 

023 73 


10 113 

17 88 

31 71 

11 93 

7 86 

18 81 

01 04 

20 80 

4 100 

7 71 

265 77 

1,103 74 


65 

65 

13 

13 

81 

86 

67 

83 

38 

38 

49 

fjl 

54 

48 

63 

57 

GO 

60 

37 

36 

69 

150 

82 

88 

62 

42 

57 

50 

57 

67 

66 

62 

30 

22 

55 

80 

75 

100 

43 

43 

49 

51 

40 

40 


Avorapio lead 

1924-5 % relation to 1924-6 


Actuals 

1929-30 

1033-4 

1930-7 

Milos 




206 

99 

106 

120 

30 

217 

570 

620 

207 

no 

107 

116 

127 

83 

99 

109 

38 

179 

202 

223 

160 

143 

162 

165 

166 

136 

140 

168 

167 

114 

137 

150 

82 

166 

168 

173 

92 

162 

208 

229 

93 

93 

87 

78 

76 

117 

140 

129 

109 

125 

126 

122 

117 

126 

122 

126 

82 

122 

121 

122 

61 

164 

135 

143 

52 

176 

204 

262 

94 

104 

100 

S3 

117 

107 

96 

103 

91 

141 

140 

142 

76 

138 

140 

146 

88 

167 

190 

206 


* Inolucles the figures of the O.&E. for 1924-6, 
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ArPlONDlX li 


(2) Socoiirl 




Baraiuga 




Nt) III 1)11 



Railu aya 


% lolalimi lo 192 

1-.-) 

1921-.") 

n'lfithin lo 11)2 

1 6 


AcluaU 

1929-30 19.13 1 

1936 7 

Xctiml-, 

1929 .10 

19, 13- 1 

1930 7 


Ra. 








Broad gauge , 

Lakhs 




'i'llOllSlUll-. 




]3 N 

H'07 

103 

ss 

9.") 

202 

91 

61 

63 

B.B &G1 

20 1)9 

SC) 

76 

83 

1,.")69 

7 6 

11 

31 

M.&S.M. 

S if 

11.1 

H6 

90 

163 

117 

70 

9,1 

S,I. 

3-Oi 

106 

93 

107 

10,") 

121 

SO 

96 

E.B. 

5'75 

110 

101 

10,") 

136 

10") 

IS 

56 

E I =1 

20 '39 

SI 

68 

71 

69,') 

86 

60 

68 

a.T r. 

32-77 

93 

70 

73 

1,.")3S 

118 

69 

61 

N.W. 

2GT)2 

98 

76 

76 

190 

1.52 

71 

()5 

N..S 

1 72 

140 

128 

127 

68 

96 

()() 

63 

Totau 

137-37 

96 

76 

80 

8,266 

92 

50 

15 

Metre gauge ■ 









A.B. 

1 65 

130 

98 

64 

38 

1 12 

97 

82 

B &N.W 

2-96 

101 

80 

95 

91 

111 

89 

100 

B.B.&GI 

a 63 

81 

69 

70 

17,1 

89 

72 

70 


5 92 

as 

64 

57 

161 

9.5 

6 1 

00 

R &K. 

1 22 

91 

78 

83 

30 

87 

SO 

80 

SJ. 

9-57 

120 

83 

77 

118 

102 

88 

72 

Burma 

8-06 

105 

57 

57 

581 

U).j 

12 

16 

B.B. 

2-54 

71 

67 

66 

71 

101 

66 

85 

Jodhpur 

i-90 

97 

78 

101 

2.1 

130 

113 

143 

N.S. 

1 66 

96 

70 

07 

76 

71 

50 

41 

Total 

44-41 

99 

71 

70 

1,0.50 

101 

60 

6.1 

All Railways 

184 79 

90 

74 

77 

0,987 

91 

53 

48 


Railways 

1 924-5 

Passenger miles 
% relation to 1921 

-5 

1924-5 

Avoingo loud 
% relation to 1021-.' 

) 

Actuals 

1929-30 

1933-4 

1936-7 

Actuals 

1929-30 

1033-1 1936-7 

Broad gauge •, 
B.N. 

Milhous 

16-5 

108 

99 

107 

Milos 

77 

119 

182 

200 

B.B.&C.I. 

57-1 

96 

68 

70 

13 

123 

162 

200 

M.&S.M. 

14-3 

13.5 

98 

128 

88 

115 

140 

130 

S.I. 

6-8 

133 

110 

170 

66 

109 

127 

130 

JB B. 

10-7 

118 

105 

112 

25 

142 

212 

196 

E.I -I 

66-9 

126 

91 

9-1 

82 

146 

160 

161 

G.T.P. 

66-8 

121 

73 

75 

43 

102 

123 

147 

M.W. 

51-0 

165 

92 

92 

104 

102 

129 

141 

W.S. 

4-2 

138 

109 

109 

62 

142 

168 

196 

Total 

281-3 

126 

84 

89 

34 

135 

168 

200 

Metre gauge : 

A.B. 

2-5 

128 

89 

63 

67 

88 

03 

78 

B.&N.W. 

6-3 

104 

106 

110 

66 

96 

118 

117 

B.B.&CI. 

13-6 

105 

84 

81 

79 

118 

116 

116 

M.&S.M. 

9-8 

104 

72 

125 

65 

111 

114 

211 

R.&K. 

2-0 

103 

91 

101 

68 

118 

115 

126 

S.I. 

16-1 

147 

104 

136 

30 

144 

119 

122 

Burma 

16-7 

143 

71 

66 

27 

137 

170 

114 

B.B. 

4-2 

S3 

67 

79 

59 

83 

102 

06 

Jodhpur 

2-7 

117 

97 

126 

116 

91 

88 

88 

N.S. 

3-9 

101 

73 

78 

51 

141 

146 

178 

Total 

76-9 

121 

86 

98 

46 

120 

128 

167 

All Railways 

360‘0 

124 

84 

91 

36 

133 

161 

192 


Includes the dgures of the O.&R. for 1924-5. 
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(3) Inter class 

Eaiuinga Ifo. of pasaongora 

Baihva.va I'm-.l % lol.ilioa to 192-1-5 192-4-5 % rolation to 1924-5 

xtulAiala 1929-90 1933-1 1930-7 Actuals 1929-30 1933-i 1930-7 


Broad jjiiiiije Lakhs Thousands 


IS.N-. 

11-211 

i 12 

107 

107 

991 

200 

165 

153 

11 B &n 1. 

r..s 

■190 

1121 

7117 

9 

522 

089 

778 

i\l .V.S Jl 

1 39 

Ids 

122 

120 

237 

181 

92 

134 

« 1. 

, 








1C B. 

9 9,! 

ll.S 

87 

SO 

2,438 

102 

00 

86 

1C 1 ' 

-1,1 9 1 

107 

77 

78 

4,095 

110 

00 

88 

G I 1’, 

7 71 

112 

90 

101 

101 

230 

114 

137 

N.W 

52’10 

73 

49 

47 

3,303 

90 

60 

55 

N.B 









I’o'i’ vr. 

130-27 

lot 

74 

71 

11,237 

139 

82 

85 

Metro (j'lKijo 









A D. 

2 41 

215 

135 

141 

181 

353 

105 

187 

B &N VV, 

2 (19 

1(35 

129 

108 

229 

188 

141 

183 

B B &G r. 

11 

93 

121 

200 

10 

110 

120 

180 

M &S M. 

1-20 

143 

10.5 

101 

58 

152 

07 

167 


-IS 

101 

110 

135 

48 

100 

no 

142 

SJ. 

91 

105 

34 

43 

15 

87 

33 

40 

Buriua 




. . 





13 n 

3-50 

127 

73 

69 

274 

277 

16-4 

167 

.Todhpur 

l'(j2 

72 

(17 

104 

92 

107 

101 

200 

N.S 









I’OTAL 

12 98 

119 

98 

ii’s 

909 

231 

140 

171 

All Railways 

115-29 

107 

76 

78 

12,268 

140 

87 

92 


Pasaongor miloa Average load 


RaihvaviS 

1921-5 

% Illation to 192 

1-5 

I92I-6 

% relation to 1924-6 

Broad (jaiir/c 

Actuala 

MiUioiw 

1929-30 

1933-4 

I93C-7 

Actuals 

Miles 

1929-30 

1933-4 

1936-7 

B.N. 

43-54 

100 

138 

130 

44 

80 

89 

89 

B B &O.I 

1 52 

087 

830 

1230 

109 

131 

121 

169 

M.&S M. 

10 89 

109 

104 

110 

71 

93 

114 

82 

SI. 

, 




. , 

. , 



B.B. 

42-3-1 

171 

07 

107 

17 

106 

163 

129 

E I.* 

179 17 

144 

139 

101 

44 

102 

111 

114 

G.rr. 

21-06 

139 

100 

119 

202 

60 

88 

87 

N W. 

207-16 

90 

62 

61 

62 

94 

85 

94 

NS. 





. , 




Total 

611-00 

128 

80 

89 

46 

92 

104 

104 

Metre gauge : 

A.B. 

10-32 

247 

127 

141 

56 

70 

79 

76 

B &N.W. 

11-61 

208 

104 

214 

51 

. 110 

116 

no 

B.B &ai. 

0-51 

102 

143 

221 

60 

04 

120 

128 

M.&S.M. 

4-00 

143 

88 

147 

80 

94 

129 

94 

R.&K. 

2 06 

95 

108 

143 

43 

93 

98 

102 

8.1. 

2-32 

104 

34 

42 

157 

122 

108 

109 

Burma 


, , 



. . 


. . 

, 

E.B. 

13-62 

167 

03 

108 

47 

62 

67 

70 

Jodhpur 

6-43 

82 

78 

120 

59 

78 

73 

61 

N.8. 

, 

. . 

. , 

. 


. . 

. . 

. . 

Totai 

49-86 

175 

100 

144 

66 

76 

80 

34 

All Railways 

660-03 

132 

89 

93 

46 

91 

102 

103 


* Includes the figures of the O.&R. for 1924-5, 



4B0 


Ai’F’lONDIX 1’ 


(4) Tim'd olasH 


Kiirnini'i Nuinlior of pu-Mmgi'ra 


Railways 


roUitnnx li> 1'.) 

21-5 

192 (-.5 

”^1 U'lnt lOii to 19 

21-5 

zVt'l.uals 

l'.)21l-30 

l93-!-4 

19’!i) 7 

ii'lti.iLs 

1929. ,)0 

ina.i-i 

1930-7 

Broad g{Cii(]e : 

T3 N. 

Rs. 

Ci'orus 
1 7:! 

')!) 

h.S 

07 

Atilluiiis 
19 08 

112 

77 

77 

B B.&C.I. 

li'Od 

93 

S7 

HS 

5S-('il 

100 

91 

100 

M.&S M. 

1 d.S 

120 

95 

.S(i 

22 35 

128 

St 

70 

S.l 

l)'17 

123 

115 

111 

S (.5 

1 19 

1 17 

148 

E.B 

I'l 1 

1 15 

,80 

9l 

28 1)0 

11.8 

80 

98 

Eld 

5 48 

91 

70 

77 

7-81 

93 

70 

70 

a.i p. 

3 S(i 

m> 

74 

72 

51-00 

11 1 

90 

95 

NW 

5-24 

93 

77 

80 

72 80 

11(1 

79 

.87 

N.S. 

0 23 

130 

122 

122 

1 09 

1 1 1 

75 

fiO 

Totau 

21-42 

98 

79 

79 

,) 10 27 

108 

85 

89 

Metre gauge ; 
A.B. 

O'Gl 

130 

82 

92 

9-03 

143 

103 

120 

B &N.W. 

1-53 

113 

77 

80 

32-10 

121 

80 

96 

B B.&G I. 

2-18 

90 

75 

72 

33 03 

92 

08 

07 

M.&S.M. 

I'U) 

90 

74 

08 

18 25 

107 

73 

74 

R&IC. 

0'21 

92 

92 

92 

0 30 

95 

102 

103 

S.l. 

1'87 

117 

94 

77 

38-20 

130 

120 

107 

Burma 

1-40 

91 

56 

03 

35 03 

93 

57 

67 

EB. 

0 88 

111 

0.3 

73 

12-59 

121 

71 

92 

Jodhpur 

0-35 

91 

80 

109 

3 04 

118 

100 

150 

NS. 

0-30 

no 

83 

87 

0-27 

100 

74 

71 

Totai 

10-46 

104 

70 

70 

194 81 

112 

84 

85 

An Railways 

32-47 

100 

78 

78 

645-58 

109 

84 

87 


Passenger miles Average load 


Railways 

1924-5 

% relation to 1924-5 

1924-6 

% rolatiori to 1924-5 

Actuals 

1929-30 

1983-4 

1930-7 

Actuals 

1929-30 

1033- 1 

1036-7 

Broad gauge : 

Millions 




Miles 




BN. 

933 

105 

74 

74 

40 

94 

90 

96 

B.B &OI. 

1,246 

97 

87 

89 

21 

100 

96 

90 

M.&S.M. 

708 

120 

88 

90 

32 

07 

103 

no 

S.I. 

223 

148 

131 

101 

2(3 

100 

88 

88 

E.B. 

641 

121 

88 

101 

22 

105 

105 

105 

E.I.-> 

2,286 

126 

97 

99 

43 

130 

128 

130 

G.I.P. 

1,953 

107 

80 

90 

30 

91 

89 

94 

N.W. 

2,902 

126 

89 

96 

40 

113 

113 

no 

N.S. 

142 

130 

111 

122 

30 

117 

150 

167 

Total 

11,794 

118 

89 

94 

38 

100 

95 

97 

Metre gauge : 









A.B. 

318 

124 

81 

105 

33 

88 

79 

88 

b.&n.w. 

1,181 

121 

84 

91 

38 

97 

92 

92 

B.B &C.I. 

1,-299 

91 

73 

70 

39 

100 

108 

10.) 

M.&S M. 

002 

102 

70 

81 

33 

97 

94 

109 

R.&K. 

109 

92 

97 

99 

27 

96 

93 

93 

S.l. 

923 

139 

108 

104 

2.1 

104 

02 

88 

Burma 

087 

106 

64 

09 

20 

115 

no 

120 

E.B. 

481 

124 

68 

85 

38 

103 

95 

92 

Jodhpur 

163 

93 

94 

118 

54 

78 

89 

78 

N.S. 

194 

no 

83 

93 

31 

103 

113 

116 

Total 

0,017 

112 

81 

86 

31 

100 

97 

100 

All Railways 

18,071 

116 

86 

91 

33 

106 

103 

100 


Inoludes die figures of the O.&R, for l9!24-5, 
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(.5) A\"iM'ngo (,u’o pi'i' inilf' pci' 




Railtttiv'! 


l')2!l-;i0 

10.7;! 1 

nro't'J i/aiii/'' • 

I’lii , 

i’m. 

PirM 

n.N 

21 n 

IS .1 

IH 0 

13 B.A'( ' 1 

Hi 2 

1 7 (1 

17 ( 

M i.S il. 

21 .“> 

IS 7 

21 5 

S 1 

2b'h 

21 S 

2(1 2 

11 13. 

20 1) 

Hi t! 

Hi S 

K 1 ’ 

21 7 

H! A 

Hi 1 

0 J r. 

22 H 

1 li'li 

1 S 9 

N.W 

IS !) 

12 1 

Hi 1 

jnt .y 

1“) 7 

1.') I! 

1!) 0 

Torn!, 

■20 S 

l;'r,! 

17 7 

Metre qnug, 

A B. 

27 1 

27 5 

38',". 

B &1S1.W 

17 G 

13-7 

12'-1 

B.B &0.T 

22 

IS 7 

18 0 

IM.&S M 

25'2 

IS'G 

21 0 

B.&lv 

2i)'5 

23 1 

21 f 

S.I. 

:u 2 

22 2 

20-1 

Burma 

23 1) 

Hi 7 

19'2 

EB 

23 (1 

10 7 

IG'7 

Jodhpur 

2G 3 

22 1 

22 7 

NS, 

IG'ii 

15'(i 

lii'O 

Tot XU 

2t'l 

10 5 

10 ,5 

Ai,l B.vilway.'I 

21 8 

10 1 

18 0 


Iiilei' c/fiss 


Railwayfi 

1921-5 

1929-30 

1933 4 

Broad gauge : 

Pll'S 

Pie, 4 

Pios 

B.N. 

■1 07 

-t 2.1 

3 -85 

B B 

7 '3-1 

,5 2-1 

.") -40 

M.&a M 

S 1. 

I'OO 

<1 90 

5-83 

E.fS 

1 .50 

3 01 

4 '0,5 

E.I ' 

.1'71 

3 -19 

3 '58 

a.T p 

7 00 

5 73 

0'.'3i> 

N W. 

1 80 

3 '00 

t',53 

NS. 



0 O.S 

Ton' VI, 

5 00 

3'95 

1-17 


Metre gauge : 


A.B-. 

4-54 

4'4S 

A HO 

B.&N.W. 

4 40 

3 -17 

3 39 

B.B &O.I 

5 30 

4-07 

't'-19 

M &S.M. 

5 00 

4-98 

6 '97 

R.&K. 

4 '-18 

4 90 

4-.51 

S.I. 

7 53 

7 '00 

7-64 

Burma 




EB. 

5no 

S'OO 

4-oi 

Jodhpur 

N.S. 

6-75 

6 -04 

4'05 

Totai. 

S'OO 

4'27 

4-32 

All, BaxiiWays 

4-92 

4-00 

4-20 


* Inoliidos tho figuroH of tlio O &lv, 


gnr on broarJ aiirl metro gauge railways 


Secoivl clans 


1930-7 

192!-,) 

1920-30 

193.3-4 

19,30-7 

PiO, 

Pjns 

PlO"! 

Pios 

Pinq 

17 / 

n 97 

9'I2 

8 01 

8'90 

17 0 

7'no 

0 32 

7'S2 

8 41 

21 '2 

11 on 

9 30 

9 71 

7'81 

20 9 

12 90 

lO'SO 

9 97 

10 10 

10 1 

10 30 

9 73 

9 90 

9 09 

1,0 ,S 

0'92 

0 no 

7 11 

7 49 

19 3 

0',57 

7 '32 

9 14 

9 36 

to 1 

9 90 

0 32 

8' 20 

8 19 

19 0 

7 '9,7 

« Ol 

9 00 

9'.79 

17 0 

!) 38 

7-19 

8-17 

8'41 


18'5 

12'5() 

13'20 

IS'OO 

12'50 

11 8 

8 45 

8'01 

6 71 

G-67 

19 9 

12-00 

9'23 

9'87 

10-30 

20 9 

11 oo 

0'72 

10'30 

6 22 

21 0 

11 '00 

10 20 

9 90 

9 .50 

23'0 

12 20 

9 19 

8 01 

10-10 

20 7 

10 00 

7-74 

8'50 

9-31 

16 1 

11 GO 

9-72 

9'7S 

9'o7 

22 5 

13'70 

11 '-to 

ll'lO 

11 00 

10-2 

8 18 

7'75 

7 78 

7 '-12 

19'2 

11 20 

9-23 

9-40 

7-90 

17-9 

9-93 

7'64 

8 71 

8-32 




Third dais 


1930-7 

1924-5 

1029-30 

1933-4 

1930-7 

Pld-! 

PlO-l 

Pios 

Pins 

Pioj 

3-92 

3 65 

3 36 

3-28 

3 21 

4 '50 

3 31 

2 90 

3-14 

3 07 

5 47 

3 '48 

3-31 

3 '74 

3-31 


4-08 

3 37 

3-42 

3-28 

3 37 

3 3.) 

3'17 

3 21 

3 01 

3 03 

3 4!) 

2-68 

2-70 

2 07 

0 01 

3-80 

3 28 

3-51 

3-05 

4 61 

3' 10 

2-73 

3 01 

2 89 

0 21 

3-11 

3-09 

3 30 

3-39 

■1 10 

3-.ni 

2 92 

3-11 

2-93 


4-59 

3 70 

3-82 

3 -73 

3 23 

3 '35 

2-44 

2-29 

2-23 

2 27 

■ISO 

3 22 

3 22 

3-33 

3 32 

5 48 

3-19 

3'3l 

3-73 

2-99 

4'26 

2-74 

2-72 

2 51 

2 -48 

7-70 

3-38 

3 22 

3 36 

3-19 


3'02 

3 33 

3 41 

3-57 

3-27 

3-49 

3-11 

3-19 

2 90 

4 98 

4-10 

4-00 

3 75 

3 77 


2-98 

2-94 

2-98 

2-94 

4-11 

3-31 

3-09 

3-17 

2-97 

4-11 

3 45 

2-99 

3-13 

2-95 


n 

I’ 1921 5. 


fll— ISMB 
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APPiCNnrx P 


IV. STAFF STATISTICS 


(1) Number of non-gaKcttRrl oinployoen, 1929-37 


Railways : 

1929-30 

1932-3 

1930-1 

1931-2 

1933-1 

1931-5 

1935-0 

1930-7 

Bmiiia 

28,381 

27,132 

25,300 

21,010 

2 1,191 

23, 175 

23,051 

23,1 12 

E.B 

57,028 

539,391 

50,010 

10,890 

I.S„'.i)7 

51,210 

49,509 

52,280 

E 1. 

153,309 

144,009 

130,198 

121,07.1 

121,377 

122,883 

12 1,8.59 

124,710 

C.I.P. 

112,700 

90,1 73 

89,205 

80,270 

,S,i, 130 

80,98'! 

8;i,.i2,S 

81,812 

N.W. 

12,0,135 

120,172 

108,913 

107,952 

102,270 

10.1, (.11 

101.918 

100,395 

A.B. 

17,3-18 

17,018 

10,137 

1,5,52 1 

10 3 12 

10,250 

10,003 

17,027 

B.N. 

73,192 

72,200 

71,125 

01,288 

0 1,081 

1.4,103 

05,,173 

00,253 

B.&N.W. 

27,938 

27 757 

2li,00 1 

20,38,5 

20,72,5 

27,,! 15 

27,200 

27,150 

B.B &0 I 

75,764 

72,301 

07,212 

00,807 

1)1,05 1 

01,029 

01,713 

03,473 

M &S M, 

55,780 

65,079 

53,351 

51,101 

-19.72K 

49,821 

Il),(i2('. 

50,117 

R.&K. 

6,144 

0,130 

.5,751 

5,307 

5, 1 17 

5,545 

0,572 

5,531 

S.I. 

39,165 

39,580 

38,113 

30,897 

,!5.877 

30,192 

30,811 

30,029 


(2) Cost of staff, 1929-37 

(/» crores of rupees) 


Railways : 


Burma 

1-47 

1-38 

1-30 

1-23 

1‘22 

1'24 

1 21 

1-17 

E.B. 

2-60 

2-40 

2 37 

2 21 

2’17 

2 22 

2'3S 

2'36 

E.I. 

6-49 

6-30 

6-06 

6'25 

5’73 

5 90 

0 07 

0'09 

G.X.P. 

5-61 

6 34 

4-73 

4-45 

4-37 

4'38 

4'39 

4 4z 

N.W. 

0-38 

0-31 

5 87 

6 50 

5 '.58 

5 00 

5 73 

5'70 

A.B. 

0-65 

0-04 

0-01 

0'C3 

0’04 

0'U6 

0 07 

0'07 

B.N. 

3 '08 

3-03 

2-99 

2 81 

2-80 

2 S3 

2 98 

3'17 

B.&N.W. 

0-67 

0-67 

0-08 

0 07 

O’OO 

0’71 

0 72 

0 73 

B.B.&C.I. 

4-28 

4-38 

4'00 

3'72 

3'7S 

3’78 

3 90 

3 80 

M.&S.M. 

2'27 

2 41 

2-30 

2-lC 

2'27 

2'28 

2 30 

2 34 

R.&K. 

0-16 

0-16 

0-16 

0-16 

O'lS 

O' 15 

O'lO 

O'lO 

S.I. 

1-76 

1-80 

1-70 

1 00 

1 ’OO 

1 00 

I'OO 

1 04 
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Ajmer, Rutlam and Sabarmati, 56 ; 
station romodclhng, 67 ; workshops, 
58 ; suburban services, 59 , incroaso 
in milago, 70 ; trend of not earnings, 
109, 111; not gam or loss to State, 
111; operating ratio, 107, first class 
passengers, 147 , first class passenger 
milage, 148 ; first class journeys, 149n; 
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proposal for, 80 , oatimatcd traflic, 80 ; 
final co.sts of construction, 88 
Capital Bxpenditnro (soo also Railway 
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liiig of station yards lUid fraliie faci- 
lities, 50 ; worUsbops, stores and Hintioii 


bnildmgs, 58 , oloctriflcatiou nf submlmn 
aoivicos, 50 , other works, 60 
Opon Imo works, mobilo equipment, 
62, pingross of oxjKmdituro on, 62, 
rolling-stock . mcmaso of locomotive 
ppwci, so.aliiig ca parity of carnages and 
c.apnritv of wagons, 02 
New conslrnctioii, cost of, 65 , 
liend ol cxpeiirlil lire on, 65, policy of 
llailuav lloaiil jc, 05, 67 , le cxlousions, 
liO , new- nul.igo opcuod, 60 , piogrcss 
of oxtonsiou', (IS . .additumiil milage 
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financing of railways by, 6 , advantages 
of London Hoai ds of, qnostioned, 14 , 
now construction on, 70 ; gross trafflo 
rocoijjts on, for pro-dopression and 
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eoiitrol of, 436 
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way, to tlie Htate, provision regarding, 
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117: stopped, 122; Acworth Conimi- 
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rate of, 158 
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]i); pi'o\ ision in tlio coavoiitnm, 32, 
importaiipo of iidoquato provi.sion for, 
314 , prior oxHtaiioo of ronowul fuiids, 
314 , I'onowal funds on B.&N.W 
'and Jl &K , 315 , Acworth C'ommitton 
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Ooinmitloo on piovisiun for, 315 , 
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Endways, 33'J , now minor works, 331) . 
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III registoiH, 343 ; prosont sy.stem, 
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posed, 348 ; practioo on Amorican rail- 
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on 10 13., 2Hl , on 10 f., 2,S(), 2SI ; lust 
lutrodiicad on 0.1 I' , 28(1. 2,S1 , on 
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tonanco, 297 ; oxpnndituro on operation 
on, 300, 303 ; Hours of EinploYmont 
Regulations on, 377 , amalgamation 
with A. B., 4,62 

East India Distillorios and Mugar Eantorios 
Ltd., 3 

East Indian Railway, 3, 31, 33, 37, 55n, 
56, 57, 58, 70, 36, 87, 108, loO, 110, 
111, 112, 124, 12i), 127. 128, 120, 130, 
131, 131, 135, 242, 421, unilor stato 
inaiiiigenmiit. 31, 33 , ,ao(|nir'',l bv 

.State, 33, doiiblin.g, o.in , rola,^iug, 
,55n ; strongtlioiiing of bridges, Alla- 
habad, Upper iSone, and .lunin.i, 56, 
Rtrengfchnnnig of Barakar and Dnlfeiin 
bridgos, 56 , laci'oaso in mil.igo, 5S , 
workshops, 58 ; now mil.igo nddod. 70 , 
opora ting ratio, 1 OS ; not eai mugs. II o 
111, not gam or loss to Stato, 111, 112 , 
first class faros, 1.51 , laro diffm.intialion, 
154, .second claa.s laros, 162, third 
class faio.s, 177; short distance passon- 
gois, zone statistics, 179 . new iridiistrios 
and, 266 ; so]inrntion of accounts, 282. 
283 , ordinary repains and maintenance 
oxpondituro, 293, 297 ; oxpondituro on 
operation, 3O0, 303, 30 1 , Hours of 
Eniployinont Regiihitions, 377 , Icav'o 
rules, 379, 380, acquisition of, 410. 
looomotivo building by, 434 
East Indian Railway Company, 12, 13 
Eastman, .Tosoph B., 101, 445 
Electrification of suburban service's, Bom- 
bay, 59, Madras, 50 
Exchange, loss in, and railway hudgot, 
42, 42n 

Faros, passenger (soo Rassongor trans- 
portation) 

Fmancn, railway (see Railway financo) 
Financial Rolntiom Coinmittoo (soo TVloston 
Committoo), on coiitribiitioii to State. 
104 

Freight rates and pi ico level, 218 ; on 
C'Ia,s,s X rnilira.VH and wfiolosalo prices, 
219; iiicidoncn hoav.y dining depres- 
sion, 220 , liighor as eoiiipared with 
price lovol, 220; adinstmont to price 
iovol, 222 ; I’oasoniiblouess el lovol, 
223 , and industrial dovolopinont. Chap- 
ter VI 

Freight (Railway and rnhnul iSteam 
Vessels) 'litx .Act, 230 
Gain to Stato (see Rnilwny Imiiiico), 
Mi'ston figure, 1 1 8 
Giiuiitlett, Sir Fredorir, 85n 
Ghosh, S. (*.. 452n 
Godfrey, Sir Cionrge 0., Hn, Ion 
Gokhalo, Gopal Krishna, on state in.inngo- 
raont of railvvnjH, 12ti 
Goods transportation (we Freight mtos). 
Chapter V ; troiid of traflie. 193 ; .stoudy 
increiiso of ri*ceii>ta, 103 ; ni't hSnuagd, 
101, 106; ton milago, 101, I9 j 5. 106; 
average haul, 191, U)6 


Class I railways, 195 ; net tonnage 
on, 106 ; not ton luilago, 196, 214 ; 
avorago load, 197, 216 , commodity 
afc.itisticK, 197 , o.arlior classirio.itioii, 
lOSii : prosonl. classilioation, 199 , 

‘hoavy’ movcliandiso, li)!) ; ‘light’ 
moi'cliandisn, 199 , lolative importance 
of coiiimoditios, 212, unport.anco of 
internal tiafftc, 214, avorago ton 
mile rocoipts, 215 ; freight rates and 
puco lovol, 218 

Pioiiueta of agriciiltui'O, 201, 212; 

trends of traffin and oai'iimgs, 202 , 
gram; and pulsos, 202 , jowat anil 
hnjm, 202, 20-4. Iruits and vogoiafilos, 
202, oilsoods, 202, 20 4, olliei grams, 
202 , iM,w cotton. 202, 204 , raw jubo, 
202, 204 , rice, 202, 204 , wheat, 202 : 
not ton nnlago and avorago load, 214 ; 
avorago receipts for grams and oitsoods, 
218 , and pneo lovol, 220 
Products of rainos and forests, 205, 
212 , traffic and oaimngs, from coal, 205, 
20,5n , metallic ores, 206, 20Cn , marble 
aiul stone, 207 , nuwroiight wood, 207 : 
fuel and revonuo stores, 201n; • fuel 
205n , coal: not ton milago and avor.ago, 
loads, 214 , average roeoipls, 217 
and price lovol, 220 
Mnnufuctaros and misoollanooiis, 207, 
212 , traffio and earnings somi-manu- 
faeturod good.s, 207 . nntton, 208 , 
sugar, 209 , iron and steel manufactures, 

209, (jut, jiiggory etc., 210; .salt, 

210. tobacco, 210 

Livo stock. 201u , traffic and oarnings, 
310, 212 

Militaiy traffic, 210, 212 ; railway 
matoiials, 211 , revenue stores, 201u, 
211 

Grauet, Bir Guy, 351 
Great Indian Pcmiisiila Railway, 3, 5, .31, 
33, 37. 55n, 56, 67, 58, 50, 60, 70, 111'), 
111, 112, 124, 120, 127, 128, 130, 131, 
132, 2-42, 421 , .sliiu’oholdoi’.s’ intoro.st 
m, 5 , under state managomont, 31, 
33, relaying, 55n , .slronglhening of 
bridges, N'orbudda, .Sind and Charnbal, 
56, 57 , w’orkshop.s, 58 , , suburban 

horvicos, 69 ; mcrcasu in milage, 70 , 
operating ratio, 109 , net earnings, 
111 ; net gum or loss to State, 111 , 
tirKfc class faros, 151, 153, 151 , second 
class faros, 162 ; cotton mills on, 265 ; 
hybrid divisional system, 281 , iu- 
oroasod cost of divisional system, 281 , 
separation of acunnnts, 283 ; ordinary 
repairs and maintonanco oxpoiulituro, 
208 ; cost of opieration on, 300, 30 1 , 
compeiisatiou for goods damaged or 
lost, 306 ; Uoiirs of Employment Regu- 
latioiw on, 377 ; leave rules, 379, 380 ; 
anqinnition of, 419 
(trigg. Sir .Imni's, StOn, 319 
Giuirnntwid companies (.joe (lomijany- 
inanagi'd !'.aihvfty.s) 
flnziirnt Light Railwa,yrt, 3 
llndley, Profoasor, quoted, 244 
Uadow, Sir Austen, B3n, S4u 
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Halloy Comimttoo (soo also llaiKvay 
Fiuancu CoinmifcLoo), 21, 22, 23, 2-1;, 
29, 43, 91), -157 ; on aupai'ato biulgot, 
29 ; oil payinont tn Govormnojil, 29 ; 
ostuiiato ol program I'ovimuo, 43 
Uailoy, Lord, ra provision ol ruuds for 
opou Imo cxpBndituTO, -i2 
[lavroan, A. M., 9ia, 3G8ii 
r-Iosla Chaiidil R.rilway, SG 
[Iiloy, E. H., Itir, J5 
J-liiiciloy, Sir C , 1.7u, 27. 78, -115 
H E li. Nwain's (luaraiiUiod Railway, 3 
llolliiiid ComiiussiQU, _ 225, 228, 221), 

oil railway ratos, 225, 221) 

1 lours of Euiployiuoui Rrgulalious, .iOG 
Huddleston, Goorgo, 18liii 
liichoapo Gominittoo (sco also riidiaii 
Rotreucluiioiit ( 'omiintton), 21, 21-G, 

27, 29, 47, 19, 90, 99, 117, 302, 408, 
452 ; on the priuoijilos ol n|iui'utiug 
Statc-ownod railways, 21 ; lustilioatioa 
for uapilal oxponditiLiro, 25 ; on pro- 
vision toi'i’ohabilitation, 25 , on appoiut- 
inont ol Financial (Jmninissiouor 27 , 
on averugo roliirn on cn.piLal, 29 , 
on liUiLupiounial program, 17, -19, on 
not' roturu ol Staln-ownod railways, 
177 , on claims, 409 
Jiu'hcapo, Lord, 6, 24 
Indian Fiscal Comnnasion, 228, 229, 210 , 
on railway latos and ‘discriimntating 
protootion, 228 

Indian Industrios Oonnnissiou (soo Holland 
Commission) 

I JUllOiUV/EliioU (soo JiIkO bttlU), of liilo 
Horvioos, demanded by Assoinblv, 31, 
3,3; and Assembly, 115, Acworth 
Cummittoo on. 121 ; on st ilo-inanageil 
railways, 421 , domaud for, 421 , pro- 
gress of, 421 

Indian Railway Oouimtttoo (soo Acworfcli 
Hallway CoinnuUoe), 13 
Indian Kailway Coirtoronoo Associnlion, 
230, 235a, 237. 377, lUi 
Indian railways (soo also Company- 
managed railways, KaiUvay finauLC, 
Stato-mnuagod railways, fiinto-ownod 
railways) , admmistrativo retonns, 27 ; 
olassifioniion, 35 ; grouped according to 
methods of working, 315 ; gam to 


Govoriimont, 103, not oammg ])owor 
since 1900, 101 . troiiil ol net 

oatnmgs, 109 ; gam or^ loss to 

ytato. 111; classilioation 1or tralhe. 

H2 

Indian railways, military ilomimds dining 
Woild Wav I, 0 congesUon ol trailio, 
7, 8n ; priority cortifacato s.> item, 8 ; 
controller of traffic, 8 ; redneed funds 
for works programs, 8 . diincultios lor 
materials, i', 9u purchases Irom 
America. 9 . Central Priority Com- 
mitteo, 10 ; iiuiaoquacy at cud of war, 
10, 10; public demand for reform, 
nil ; transport dilUcultics, I7n ; re- 
habilitation program. M 
Indian BiUilways ^01, *-17, -ol 
Indian Uotrimahwont Conurnttoe (son 
Iiichi-apo Oomunttee), 21, 117 


liidijiii O'frifes, railways owned by, and 
operated by, 2n 

Tunes, Sir Clinvlos, 17n, 77, 77n, 255 
Intorost, I'lso in the avorago rate of, 2(5 ; 
calculation of, on capital at chnrgo ol 
Indian railways, !)3n , jironodurn unibr 
convention, 114 , avorago on State 
owned railways, 12!) 
rntersialo Oommnrco Act, IT S.A , 238 
Intoi'italo Ooinmorco Commission, 19Sn, 
,1.50, 351, 35 In, 444 
iyoug.ir, .1. H angaswaini, 91 n 
Lyei. K V., ijiiotoil, 230n. 334a 
.lackinau, W 9'., quoted, 2l0n, 222, 22,1 
.Lig.idhii Light Itmlwav, 3 
.roiilipm lltnlway, .17, tivoiagu seeuiul 
cinsj (ares on, 151 
•loslii, Dili 

ICalukli.ili-Bhatoapnra Railway, 80 
ICangr.i. Valley Railway, 73, 81, H3, 
Sin, 88; proposals IVn, 81 , construc- 
tion of. Si , approved by Standing 
Fiiianco Committee, 82 , liiuincial pros- 
pects, S3 , diliioiiltios III constriiocion, 

8 111 

Katwa-IJarliarwa RiiilwaV, 72n 
K<iM)iaiii Colton Milln oiul foiti olhi'ra v 
Thr l^o)lli ireVr/n ninl the Enst Tn'U(t)i 
liailiKii/i, 257 

L. iiiib, I). R., 232ii 
‘Lapses’ (see Railway linailco) 

Lavtoii Repert, 1,57 

Loiuls, aver.igo (loo I’assiingcv trans- 
portation) 

Leilgiird. 8ir Keiiry. Un, I5n 
Loo CoinniiSsion. 302, .l()2n , reeoininon- 
ilalious as to pay, SOO 
Loo conco,ssions (see also Stall), 3(58, 38(5 
Legislative .Vssoinbly, reeoinmonilations 
of Hailey Ooininittoe luic.epted, 24 , 
resolution est.ibhshmg convention, 30 . 
agio'jmont ol, tn Sepa, ration Coiiventien, 
31 : conditions of, on separation agreed 
to bv ( iov'oi nment , 31 
Local advisory conucils, 41H 
Logim, n.oss. I7u 
Luckiiow-Iinioilly, 38 
Mackay Committee, 15 
Mackay, Sir .I.xinos (soo Tnedicape) 
Madayii Light Railway, 3 

M. ulras and Southern Miiliratta Railway, 
3, 37, ,5.5n, 58, 70. 108, 109, 110, 111, 
120, 128, 129, 130, 131, 132, 383, 452, 
iclayiiig, !5,5n : woiksliops, 58, m- 
croiise in inil.ige, 70; oponilmg ratio, 
108; neb niiriungs, 110, not gam or 
lO's In Stnlo, 111, lirst cliiss faroi, 
iluiiine.s m, 153, second class lures, 
1(52 , inter cl,i<s fines, 170 , ordinary 
lepans and mamU'iuince expenditiUrn, 
290, 292, 293 , expeintituro on opera- 
tion, .100, 303, 3o4 , mtiuii deprecia- 
tion balnueos, 32(5 : llonr.s of Employ 
inont UogiilatioiiH on, 5178 . acquisition 
of, -119 

MoinIuiU, Pocla, Fairlinrst, Bury and 
Martin, I7n 
Martin ii, Co., 3 
,\IcLood & Co., 3 
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MoFiion CommiUoo (soo also Ki'iaiU'ial 
Relations Cojuraittno), 22, 21. i-nhvay 
contribution assuuiod by, 24. 11!) 
Mi'stoii Sottlnmciit, 457 
Mil pur Klias Jluido Railway, .‘)2n 
Moir, T E., IVn 

MoutaKu-Cholinsfoi'd Reforms, 12 
Mookorjeo, Sir Rajoiidranatli, llii, 15 
Moiiison, R( Hon. Horbort, 113 
Motor Currier Act, 1035, U. S A , 23!) 
Moulton, H G,, 246n, and asjOciatos, 44(), 
Naini-Jubbiilpoio sootion, transfer bum 
E.I to G.I.P., 252 
Newton, C. 11 , 33(iu 
Niomoyoi formuln, 457 
Nizam’s State (Cluaiantood) ItaiKvay, .1. 
37, 38, 109, 113, 185, second "lass 
tales on, 151 
‘Non-votabln’ itoins, 421 
Noi'tli Western Railway, 2, 3, 16, 37 ilOu, 
55, 70, 70n, 109, 110, 111, 112, 124, 
125, 127, 128, 1-20, 130, 132, 134, IGS 
451 ; doubling. 55u , rolaying, 5.5n , 
strengtticning of bvidgos, 55 : now 
aiilago ncldocl, 70, 70ii ; operating ratio, 
109; not oarmugs, 110, 111, not gain 
or loss to Stnto, 111; liist class tares. 
151 ; inter class faros, 170 , scpuralion 
of accounts, 283 . ordinary repairs 
and maintenanoo oxpondnure, 292, 293 , 
Hours ol Einploynient Regulations on 
377 ; leavo reserve, 379 : deterioration 
m oporateng ollioienoy, 405 
Olisolosceiioo (soo lloprooiation) 

0}Jon lino esponclituro (see C'a)iital ex- 
Xieiiditnro), 42 ; post-war iidiabilda- 
tion program, Railway Board's osti- 
mutes, 44 

Operating officioucy fsfo 01mi>toi' X) , 
factors of, 388 ; idiysicnl condition of 
equipmonfc. 389 , sorviccablo stock 
389; serviceable locoinolivcs, 390, 
horvioeablo coaching voliiclos, 390 ; 
otlior coaching vclnolos, 390, soivico- 
iiblo wagons, 301 ; rolling-stock uti- 
lization, 3!)2 ; engine inilos poi cnguio 
day, 392 : gioss tons per goods train, 
303 , not tons jicr goods tram, 3!)3 , 
loading of wagons, 395 ; wagon miles 
ami not ton inilos pen wagon 
day. 395 ; nijeml of tr.-nisportatioii, 395 , 
tun miles per goods truin-houi, 396 , 
punctuality of iiasauigoi’ Iriunij, 398; 
speed oi goods trams, 399 . fivil oon- 
Huiniitioii, 41)0 ; (iiol oconumv, tol , 
shunting uulago, 402 ; loiiiposile mdes 
of, 404 , naprovoinont in, iOl , progie* 
on state-managed and eompany- 
iiianagod riulwayu, I 'O ; stores bulunceK, 
400, elainiM for eompoiisatioii for to is 
and diunago, 408 

Ofieiating ratio (see also Riulwny (inaiiee). 
of all railways, 97 , of ClaisS 1 lailways, 
107: on Htatc-ovniod railways, 115; 
viihio of, 101 

Oiidh and Uohiikinid Riulway, 2, 3, lOH, 
109 

Over-allotiiioiil (swi (Jiijntal i>K)ieuditui'o) 

Pallivasal projeet, 127 


Rarmoloo, Dr. ,T. H., 388, 389n 
Parsons, dir Alan, !Un 
PasRongor (.ranspoitation (i,on Chaptor 
IV), lour classes, 141 , rolativo imjiort- 
aaco, 111, chanacs in statistics, 142; 
suburban trallio, 178 , load motor 
coinpotitioii, 178, 181, 180; tiam 

load and earnings x'ci soat, 180 ; ueod 
for dynamic policy, 188 , per capHa 
travel, 190 , national incoino and 
cap.rcity to pay for travel, 190 
Faros, htato-iuanagomont and, 187 , 
cost of uiil travel. 138; British lail- 
ways, choax) iaro lacilitios. 189 , basis 
low m India, 190 , coneossions on 
Indian railway's, 191 
First class, numbor of xinssonyors, 1-15 ; 
liassonger miles ami loads, li7 ; earn- 
iiig.s, 150 : structiiTo of lares and 
avuiago lato, 150 ; maxima and immma, 
163 ; (liffcTontiation in distuaco, 153; 
fni'os enlianood, 153; reduced, 153, 

154 ; adjustments during the dopros- 

Kion, 154 , reductions in liasio itiros 
and coiionssioiis, 164 ’ 

Second class, miinbur of paBsengors, 

155 , pas’jongor miles and average 
loailfi, 168, oaminga, 159, dooliao m 
oai'uings. 159, faros, 101; Rtructuro 
of lares, iOl ; average loooixits, Hil , 
maxima and miiuina, 102 , unhanoo- 
monts, 1(33 , dovcUipmont of ficaloa, 
102; reductions, 162. oonoossiouR, 
103 ; during rlepression, 153 

Infer class, 104 ; number ol passengers, 
lot; pnssonger inilos, 150; average 
loads, 107 ; earnings, 107 , iinprovo- 
inont a matter of rocovory 108 , average 
rates and taros, 158 , utructuro of 
taros, lOS ; maxuna and minima, 109 
onliancomonts, 100: conqossions, 170; 
dilforontiation in faros. 170, oco- 
nomios from abolition oi, 185 ; problem 
of, 186; case tor retention, 185 
Third nlaas, 171 , numbor ot irassongors, 
173 : pasHengor miles and avorngo 
loads, 173 ; trend difforont from other 
classes, 173 ; average lead, 174 ; oarn- 
mgs, 175 ; avoiago rates and fares, 
175 , doclmo in avorago receipts, 175 ; 
structure of faros, 175 , maxima and 
minima, 175 ; difforontiation by service, 
170; onhaacemoiits of faros, 176; 
tolosfiopic acaloa. 177 , faros on diffoiont 
railways, 177 

Uxipor nluBS, 179 ; decline of traffic, 
179 : short distance traflio, 170 ; m- 
croased accommodation, 18(1 : decrease 
m train loads, 180 ; earnings per seat, 
181 ; oqiiipniont inamtainod, 181 , a 
losing propoMition, 182 ; oconomios 
troin abolition, 182 ; romunerativonoss 
oi, 183 ; Wedgwood OommilteB on, 183 
Rent. It. M., 17n 
I’ogu-Knyan Railway, 73 
Percy (lonimittoa, 340 
Popo Oommil.t(!Ci, 410, 453 
Port rates (soo Railway rato?) 

Puco-lovol, fmjght rutoM and, 218 
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T’rogran! rovonuo oxpnndiLuro (aoo Capital 
oxpoiuUtm'o) 

Public Acooimts Commitioo, 73, 76, 84, 
413, 114, 420 ; on jirogram revonuc ox- 
ponrlitui’o, 47 , on i,ho Kangm Valley 
Railway, 83n, 84, H5n , functions, 41-1 
Qumcjuenmal program, ol&ob of, 41 , 
relation to rovonuo program, 40 , largo 
savings criticisod, 4 7 ; difficulties of 
lilamiing, 48 , offoot of revision of, 49 
Rails and sloopors (soo Capital oxpoiidituro) 
331 

Railway Accounts and Finunoe, S.^Sn, t,')7ii, 
450n 

Railway Board, 10, 20, 37, 28, 29, 30, 
31, 49, 65, 60, 07, 68, 69, 75, 7b, 77. 78, 
79, 80, 81, 83, 85, 86, 88, 89, 90, 91, 99, 
120, 121, 41.5-6, on state m.iuagoiniiiit, 
16, 20 ; Aoworl.h coimmtteo on re- 
organization of, 37 , as I'oponstitutoil 
ill 1023-4, 27 ; Chief CominiaBioner lor, 
27 , need for Fmancnil Ooininisaionor 
on. 27 , ovorcontralization to bo corroct- 
od 28 ; Aeworth Coramittoo on tom- 
toria! distribution of work, 27 ; on 
fnoheapo Commiftiou's riioominuiidution 
bn return on capital, 20 , on r.niavuient 
of iiitarosli and annual divuloiid, 39 ; 
tochmoa! staff, work of, 38 ; ivfircsontii.- 
lion of Indians on. 31 , on liigli upnrat- 
mg ratio, 99 ; policy on now eons 
ti'uotiou, 0.5 , commodity btatisties 
prepared by, 108u , organuation of, 
116 ; control over railway oJimuistru 
tioiis by, 4.16 
Railway CominiRaioii, 20 
Railway oonti'ibution to .State (soo lUulwny 
finauco) 

Railway Convention (see Raihv'iiy fiiianco), 
financial status of railways undci, 113 
financial nutonoinv uiulor, 1.7-1 ; (ailiiro 
of, 135, 45.5 : need fbi revision, 155 . pny- 
mont of eontiibut ion iindi'r, 4.56: 
Wedgwood Committoo on conlnbulioii 
to State, 458 

Railway Convcutioii Oouiuiittoo, 4.5<in 
Railway Departmonli, < ritu i.sin of, t>\ 
Aeworth C'onimitier', 20 
Railway oxpondituru (soo Ciiaptrcis VTI, 
Vllf, and IX : seo also Aci-oiiuls, 
Divisional systuui, Radwaj finauco) . 
abatiiieta of, rolatii'O importaiico, 273 
i-'ffect of lapital nxpoiidil.iii'u, 399 , on 
state-mmifiged and corapnuy-mauugwl 
railway's, 310 : better contiol ui, on 
atalo-mimagod lines, 31(1 , prolit-o.ii iimg 
inoth'O of State lines woaki'iicil, 312, 
effeet on, of policy oi .slate inumigmiiuufc 
on eompnny' -managed railways, 312 
Ruol, 300 i cost of coal and otlior tiiol 
307 ; froiglil and huudbng charges, 
397 ; olortrio power, 397, 31)8 
Genoral ndmiuist.ration, ileins cuiu- 
pi’ibud in, 274, 277n , frond of, iiiidor, 
27 . 4 ; on stato-inaungad railways, 270, 
277 ; on coinimny-inanaged railways, 
27.5, 277 i by diffrront abstracts, 277 ; 
inercaso on conipnny-inanaged railways, 
277 ; RiiU'iiUciununt Sub-tJoimuitlco on 


oo&t of, 287 , ineroasn during doprossioii, 

289 

Operation, 399 ; trend of, under 390 , 
incioaso ol, 300 ; cost by abstracts, 
302, iloms corapriHod in, 303n ; siation 
stnlf, ,301; running .-.trlf, 301, 'olho_r’ 
•stalf, 30 1 ; coiiluigmit charges, 305 , 
componsatioii for goods lost or damaged, 
30.5 , handling goods, 305 , on coni- 
pany-inanuigod railways, 306 
Orihairv icpair.s and inamlonaiieo , 
280, liocronso of, during dfipinssi.m, 

290 ; on stato-inaiiagod rnilwiiv's, 299 , 
by ahstractn, 390 , itoiii, coiiiprtsofl 
in, 292n, 293ii, 29 (n, an stnle-inanagod 
iinlwny.s, 293, cost ol way and works, 
394, under rolhiig-stoclc, 29.7; under 
inaclniiery, tools and ptirit, 296 ; .hiistic 
lednctioii dtiriiig dopro'.sion, 396 , cflects 
of l■l'tr^lnl■hlnont of, 297, ciiticiseil by 
audit, 398 , lu'uds on siaUi-managed 
and company -nianaged r.nlwavs, 3|t9 

Railway finance (see Capiwd oxp'-mditiiro, 
C'oinpany-inanag.'d i,ulwiiy‘i, (Jonli'i- 
biitioas, Reserve, Irlkito-mivnaged rail- 
way's) ; defects ol gov'oinineut contiol, 
18, iuailc(-|uiito idlotincuts. 18, 
‘lapses’, 19; Aeworth Commitioo on 
‘lap.s'M’, 19, f.ietori aftbi ting, during 
early' post-vv.ir y'oars, 26, ladway' 
adnumstiM.tuins oul.itli'd to buirow Iroiii 
caiutiil and resorvo. 33 , dispiisal of, 
Mirphis, 32, piogiiiiii jcvciiiiK (IX- 
poiiditiir.i, II , liniiia iid slntus of lail- 
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